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INTERNATIONAL SUGAR AGREEMENT 


THURSDAY, MARCH 18, 1954 


Unitep Srares SENATE, 
SUBCOMMITTEE OF COMMITTEE ON ForEIGN RELATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10:05 a. m. in the 
Foreign Relations Committee room, United States Capitol, Senator 
George D. Aiken (presiding). 

Preset: Senators Aiken and Mansfield. 

Senator ArkEN. The subcommittee will come to order. The 
hearing this morning is on the International Sugar Agreement, or 
rather a renewal of the International Sugar Agreement with some 
changes. 

Before calling the witnesses, we have several communications or 
statements which will be submitted, without objection, for the record. 
We will have the proposed agreement itself printed in the record. 
We have a statement by the United States Cuban Sugar Council 
favoring ratification of the proposed agreement, a statement addressed 
to Hon. Alexander Wiley, chairman of the committee, from the 
Association of Sugar Producers of Puerto Rico favoring ratification 
of the agreement, a statement from the American sugar-beet industry 
policy committee which favors ratification of the agreement, a state- 
ment from the Hawaiian Sugar Planters’ Association also favoring the 
agreement, a statement from the United States Cane Sugar Refiners’ 
Association favoring the agreement, a statement from the American 
Sugar Cane League apparently favoring the agreement, a communi- 
cation from Donald Sanford, president of the National Licorice Co., 
in which he states he is strongly opposed to the ratification of the 
agreement, and a letter from Congressman Richard Hoffman of 
Illinois, stating that his friends, the candy manufacturers of the 
Chicago area, are opposed to the agreement. Therefore, he recom- 
mends that the proposed International Sugar Agreement be dis- 
approved by members of the subcommittee. 

(The documents above referred to are as follows: 


Tue Wuire Hovse, February 8, 1954. 
To the Senate of the United States: 

With a view to receiving the advice and consent of the Senate to 
ratification, I transmit herewith a certified copy of the International 
Sugar Agreement, dated in London October 1, 1953. 

I also transmit, for the information of the Senate, the report made 
to me by the Acting Secretary of State with respect to this matter. 

Dwieut D. EIseENHOWER. 


(Enclosures: (1) Report of the Acting Secretary of State; (2) certi- 
fied copy of the International Sugar Agreement.) 
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DEPARTMENT OF STATE, 
Washington, February 2, 1954. 
The PRESIDENT, 
The White House: 

I have the honor to transmit to you a certified copy of the Inter- 
national Sugar Agreement, dated in London October 1, 1953, with 
the recommendation that it be submitted to the Senate for its advice 
and consent to ratification. 

The agreement, which was signed for the United States of America 
and 23 other states is designed to regulate the international marketing 
of sugar and seeks to maintain the world price of sugar within a given 
range. Its stated objectives are (1) to assure supplies of sugar to 
importing countries and markets for sugar to exporting countries at 
equitable and stable prices, (2) to increase the consumption of sugar 
throughout the world, and (3) to maintain the purchasing power in 
world markets of countries largely dependent upon the production or 
export of sugar. 

The United States is a party to the International Agreement Re- 
garding the Regulation of Production and Marketing of Sugar, signed 
at London on May 6, 1937 (59 Stat. 922). The operative provisions 
of that agreement were suspended at the onset of World War II when 
sugar became critically short, and there was no longer any reason for 
imposing export quotas or maintaining stock controls. The 1937 
agreement was prolonged, however, beyond its original period of 5 
years by a series of protocols, since it was considered desirable to 
maintain its administrative body, the International Sugar Council, 
as an international forum for dealing with postwar sugar problems. 
The last. protocol, dated in London August 31, 1952, and approved 
by the United States Senate on July 27, 1953 (S. Ex. L, 83d Cong., 
Ist sess.), extended United States participation in the Council until 
August 31, 1955. 

The 1952 protocol recognized that revision of the 1937 agreement, 
was necessary to meet the marked changes in sugar production and 
trade which resulted from the war. Accordingly, it was provided 
that in the event of a new international sugar agreement coming into 
force the sugar agreement of 1937 would thereupon be terminated. 
Sugar surpluses had again become a threat in the world market as 
early as 1949. In the summer of 1950 member countries of the Inter- 
national Sugar Council were engaged in drafting a new sugar agree- 
ment to meet the situation when the Korean outbreak removed for 
the moment the danger of a collapse in world market prices. The 
temporary inflation in sugar prices, which followed, stimulated even 
greater production and in 1952 prices began to recede rapidly as 
surpluses developed. At a meeting on November 24, 1952, the Sugar 
Council resolved to ask the United Nations to call a world sugar 
conference in 1953 to negotiate a new international sugar agreement. 
Study of this request by the United Nations Interim Coordinating 
Committee for International Commodity Arrangements resulted in a 
decision by the Secretary General to convene a conference in London 
on July 13, 1953. Delegates from 38 countries and observers from 12 
others provided representation at the Conference of all the principal 
sugar producing and consuming areas of the world. 

The executive branch has been in favor of a new International Sugar 
Agreement for several reasons. An effective agreement can do much 
to improve marketing conditions for sugar and help to stabilize the 
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economies of a large number of countries in all parts of the world 
dependent on export trade in sugar for a large part of their foreign 
exchange. Close at home the ¢ ‘aribbean area is singularly dependent 
on sugar production and export for the well-being of its people. It is 
important that the United States give its support to this measure as 
it should help to promote the general welfare and political stability 
in an area in which our economic and strategic interests are very great. 

The need for a sugar agreement is illustrated by the situation pre- 
vailing during the past marketing year. A serious oversupply of 
sugar was evident and prices were depressed to their lowest levels 
since 1945. The situation would have reached serious proportions if 
Cuba had not voluntarily imposed severe restrictions on its 1953 crop 
and withheld 2 million tons of its 1952 crop from the market. The 
conditions requiring this action, however, have remained. Neither 
Cuba nor any other single producing country can continue to correct 
them by its own action without parallel action by many other countries. 

Our domestic sugar producers have supported the negotiations 
toward a new sugar agreement in the realization that the United 
States should do its part to help avoid disastrously low prices in the 
world market and a severe depression in the sugar industries of friendly 
foreign countries. Sugar prices in the United States are normally 
maintained at higher levels than those in the world market under our 
domestic sugar legislation, but surpluses of unmanageable proportions 
in the Caribbean area would ultimately have a depressing effect on 
our prices. 

The new International Sugar Agreement would have but little 
effect on trade in sugar in the United States. Marketings of sugar 
in the United States from both domestic and foreign sources are now 
regulated by the provisions of the Sugar Act of 1948, as amended, the 
objectives of which are consistent with those of the new agreement. 
The agreement would require the United States to take the necessary 
action to deny, to any full-duty countries which may elect not to 
participate, the benefit of any future expansion of the United States 
market for sugar. Under the provisions of article 7 the United States 
and other importing countries would be obligated to restrict their 
imports of sugar from nonparticipating countries as a group during 
any quota year to the total quantity that was imported from those 
countries as a group during any one of the calendar years 1951, 1952, 
1953. 

This provision is incorporated to prevent nonparticipating countries 
from gaining advantages at the expense of participating countries. 
Some countries which export relatively small quantities of sugar to 
the United States may not accede to the new International Sugar 
Agreement. Implementation of this provision would therefore mean 
that the United States would not during the life of the agreement 
permit imports of sugar from these countries as a group to exceed the 
quantity imported in any one of the 3 base years. Thus countries 
which remain out of the agreement could not participate in future in- 
creases in sugar consumption in the United States. However, the 
quantity of sugar involved is likely to be less than 50,000 tons over 
the entire life of the : agreement, and would be readily obtainable from 
other foreign countries under the provisions of existing sugar legisla- 
tion. 

As the United States is dependent upon foreign sources for almost 
half of its sugar requirements, it will have the status of an importing 
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country under the agreement. No export quotas are assigned to 
importing countries. There is no specific prohibition against exports 
from a country having the status of an importer, although such 
exports, if made in substantial quantities, would clearly be contrary 
to the spirit of the agreement and would render its administration 
difficult. As our prices are maintained at higher levels, the United 
States normally exports only very minor quantities of ‘“‘quota’”’ sugat 
i. e., sugar eligible for marketing in the United States under ‘the 
quota provisions of the Sugar Act. Payments are made to domestic 
growers of sugarcane and sugar beets as a condition of compliance 
with certain provisions of the Sugar Act, and it is presumed that all 
sugar on which such payments are made will be marketed in the 
United States. The Sugar Act includes no prohibition against exports 
of such domestically produced sugar, but the marketing controls 
provided in the Sugar Act will cause exports of such sugar to be minor 
under normal conditions. Exports of sugar entered under bond for 
refining and reexport would not be affected by the International 
Sugar Agreement. 

Under the sugar agreement a basic export quota is assigned to 
each exporting country (art. 14). This quota represents the country’s 
proportionate share of the world’s ‘free market.” At the beginning 
of each year, basic export quotas will be adjusted pro rata so ‘that in 
total they equal the estimated requirements of the free market during 
the year (art. 18). The agreement seeks to stabilize world prices 
within a range of 3.25 to 4.35 cents per pound (art. 20). Whenever 
the price exceeds this range, free market supplies will be increased 
by raising export quotas; conversely, whenever the price falls below 
the minimum limit, available supplies will be restricted by decreasing 
quotas (arts. 21 and 22 

Kach exporting country agrees that its net sugar exports to the free 
market in each quota year will not exceed the export quotas established 
for it under the provisions of the agreement (art. 8). It is also agreed 
by the exporting countries that they will take all practicable action to 
insure that the needs of participating importing countries are met at 
all times (art. 9). To thir end, if the Sugar Council should determine 
that, notwithstanding other provisions of the agreement, participating 
countries which import sugar are threatened with difficulties in meet- 
ing their requirements, the Council must recommend measures to the 
exporting countries to give effective priority to those requirements. 
Exporting countries are then obligated to give priority, on equal terms 
of sale, to participating importing countries. ‘To facilitate the stabili- 
zation of prices, exporting countries are obligated to adjust production 
to the quantity needed to provide for local consumption, to fill their 
export quotas, and to maintain stocks within the maximum and 
minimum limits specified under the terms of the agreement (art. 10). 

The world “free market”’ for sugar, which the agreement seeks to 
stabilize and apportion among exporting countries, represents all the 
export market for sugar not filled through special trading arrange- 
ments recognized in the agreement. All sugar destined for consump- 
tion in the United States is excluded (art. 17). The bulk of the sugar 
requirements of the United Kingdom and the British Commonwealth 
are excluded from the free market (art. 18). Likewise, sugar moving 
into the Soviet Union from Poland and Czechoslovakia is excepted, 
as are shipments of sugar within the French Union (art. 14). The 
agreement also does not apply to movements of sugar up to a net 
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amount of 175,000 tons per year between the Belgo-Luxembourg 
Economic Union (including the Belgian Congo), France and the 
countries which France represents internationally, the Federal Repub- 
lic of Germany, and the Kingdom of the Netherlands (including 
Surinam) (art. 15). About one-third of the sugar moving annually 
in international trade falls within the concept of the free market and 
would be regulated by the agreement. 

There are embodied in the agreement several provisions designed to 
protect the interests of the importing countries in the free market. 
In addition to the provisions of article 9 described above, which 
assure a priority to participating importing countries when the world’s 
sugar market is faced with abnormal demands, the agreement imposes 
an obligation on exporting countries to maintain certain inventories of 
sugar. Each exporting country agrees to hold stocks at least equal to 
10 percent of its basic export quota at a fixed date each year immedi- 
ately preceding the harvesting of the new crop (art. 13). Since stocks 
are normally at their low point at that time of year, this provision 
assures that they will be in excess of 10 percent during the remainder of 
the year. These minimum stocks are earmarked to fill increased 
requirements of the free market, cannot be used for any other purpose 
without the consent of the Council, and are to be immediately avail- 
able for export to the free market when called for by the Council. 
The Sugar Council may increase the minimum stocks required to 
15 percent should it determine that conditions warrant the higher 
level. The agreement permits exporting countries to hold stocks up 
to 20 percent of their annual production. In addition to the stock 
provisions, the agreement provides that actual export quotas may not 
be reduced more than 20 percent below basic export quotas. The 
quotas of small exporting countries may however be reduced by only 
10 percent in order to prevent undue hardship (art. 23). The agree- 
ment also empowers the Sugar Council to modify the price range at 
any time (art. 20). Thus if market conditions make it impossible to 
maintain the price within the agreed price range by reducing quotas, 
the price range can be lowered. 

An International Sugar Council consisting of 1 voting member from 
each of the participating countries is established to administer the 
new agreement (art. 27). A Chairman and a Vice Chairman will be 
selected each year, and these offices will be held in alternate years by 
delegates from importing and exporting countries. The Council will 
appoint, however, an Executive Director to give full-time administra- 
tive direction to the work of the Council, a Secretary, and such staff 
as may be required for the work of the Council and its Committees 
(art. 29). The Council is to set up an Executive Committee of 10 
members, divided equally between the importing and exporting 
countries, which is to exercise such functions as are delegated to it 
by the Council (art. 37). It is anticipated that the Executive Director, 
working with the Executive Committee, will handle the daily affairs 
of the Council in the actual administration of the agreement. 

The agreement provides that a total of 2,000 votes shall be appor- 
tioned among the members of the Council, divided equally between the 
importing and the exporting countries (arts. 33 and 34). In general 
the votes assigned to the individual importing countries are related 
to their average imports. The votes allocated to the United Kingdom 
and the United States, by far the largest importing countries, were 
reduced to 245 each, which, taken together, are slightly less than a 

44993—54——-2 
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majority of the votes of the importing countries. An allocation of 
votes in strict proportion to in:ports of sugar from foreign countries 
would have resulted in the United States and the United Kingdom 
having such an overwhelming majority that smaller countries would 
have only token votes. On the exporting side votes were allocated 
in relation to average production over the past 2 years and to the basic 
export quotas negotiated under the agreement. As Cuba is by far 
the world’s largest producer and exporter of sugar, and would thus 
have a preponderance of the votes of the exporting countries on a 
strict formula basis, Cuba’s votes were also reduced to 245. 

Decisions of the Council are in general to be by a majority of the 
votes cast by the importing countries and a majority of the votes cast 
by the exporting countries (art. 36). When a special vote is required, 
decisions of the Council shall be by at least two-thirds of the total 
votes cast, which shall include a concurrent majority of both export- 
ing and importing countries. A special provision requires that, in 
both regular and special voting, a decision taken by a majority of the 
importing countries must include votes cast by not less than one- 
third in number of the importing countries present and voting. This 
increases the voting power of the smaller importing countries, whose 
votes, taken together, are only slightly larger than the total votes 
of the United Kingdom and the United States. 

Expenses of delegations to meetings of the Council and of members 
of the Executive Committee are to be met by their respective govern- 


ments (art. 88). The other expenses necessary for the administration 
of the agreement will be met by annual contributions from the par- 


ticipating yovernments. The contribution of each participating 
government for each quota vear shall be proportionate to the number 
of votes held by it when the budget for that quota year is adopted. 
Any participating government failing to pay its contribution by the 
end of the quota year in which it is assessed will be deprived of its 
voting rights until its contribution is paid, but, except by special vote 
of the Council, will not be deprived of any of its other rights nor 
relieved of any of its obligations under the agreement. 

The agreement provides that the artic ‘les pertaining primarily to 
administrative matters (1, 2, 18, and 27 to 46, inclusive) shall come into 
force on December 15, 1953, and articles pertaining primarily to 
quotas and prices (3 to 17 and 19 to 26, inclusive) shall come into force 
on January 1, 1954, if on December 15, 1953, instruments of ratifica- 
tion, acceptance, or accession have been deposited by governments 
holding 60 percent of the votes of importing countries and 75 percent 
of the votes of exporting countries (art. 41). 

The duration of the agreement is to be for 5 years from January 1, 
1954 (art. 42), although it is subject to revision and amendment after 
the first 3 years. A participating government may under certain 
circumstances and conditions withdraw from the agreement (art. 44). 
These include cases where a participating government (1) considers 
its interest to be seriously prejudiced by the failure of any signatory 
government to ratify or accept the agreement; (2) demonstrates, and 
the Council fails to take remedial action, that the operation of the 
agreement has resulted in an acute shortage of supplies or has failed 
to stabilize prices on the free market within the range provided for 
in the agreement; (3) demonstrates, and the Council agrees, that 
action by a nonparticipating country or by a participating country 
inconsistent with the agreement has caused such adverse changes in 
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the relation between suppiy and demand on the free market as to 
seriously prejudice its interests; (4) considers that its interests will be 
seriously prejudiced by the allotment of a basic export tonnage to a 
nonparticipating country wishing to accede to the agreement; or (5) 
becomes involved in hostilities and the Council denies its application 
for the suspension of its obligations under the agreement. 

While the agreement concerns itself primarily with the mechanics 
of dealing with sugar surplus and shortage problems and efforts to 
stabilize sugar prices, it also provides the groundwork for a construc- 
tive long-term attack on the more basic aspects of the world sugar 
problem. It was recognized and maintained by the United States 
Government throughout the negotiations that a general reduction 
in world trade barriers on sugar was desirable to increase consumption 
in those areas where per capita consumption is low. The limitation 
of subsidized and protected production appeared to be the most 
effective long-term measure for dealing with the world sugar surplus 
problem. Although it was not possible to incorporate provisions 
leading to the immediate attainment of these goals in the agreement, 
provision is made for the Council to collect and disseminate informa- 
tion and to constitute a focal point for dealing with these problems 
n the future. 

For the foregoing reasons, and in view of the fact that the agreement 
affords a practical means for cooperative action in seeking a solution 
for sugar surplus problems and maintaining a sound world sugar 
economy, the interested agencies of the executive branch favor sub- 
mission of the agreement to the Senate, and it is hoped that the agree- 
ment may receive early and favorable consideration. 

Respectfully submitted. 

Watrer B. Sira. 


(Enclosure: Certified copy of the International Sugar Agreement.) 
INTERNATIONAL SUGAR AGREEMENT 
The Governments party to this Agreement have agreed as follows -— 
Craptrer I1.—GENERAL OBJECTIVES 
ARTICLE 1 


The objectives of this Agreement are to assure supplies of sugar to 
importing countries and markets for sugar to exporting countries at 
equitable and stable prices; to increase the consumption of sugar 
throughout the world; and to maintain the purchasing power in world 
markets of countries or areas whose economies are largely dependent 
upon the production or export of sugar by providing adequate returns 
to producers and making it possible to maintain fair standards of 
labour conditions and wages. 


CuHapTeR 1].—Derrinitions 
ARTICLE 2 
For the purposes of this Agreement— 
(1) ‘Ton’ means a metric ton of 1,000 kilograms. 


(2) “Quota Year’? means calendar year, that is, the period from 
January 1 to December 31, both inclusive. 
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(3) ‘Sugar’? means sugar in any of its recognised commercial forms 
derived from sugar cane or sugar beet, including edible and fancy mo- 
lasses, syrups and any other form of liquid sugar used for human con- 
sumption, except final molasses and low-grade types of non-centrifugal 
sugar produced by primitive methods. 

Amounts of sugar specified in this Agreement are in terms of raw 
value, net weight, excluding the container. Except as provided in 
Article 16, the raw value of any amount of sugar means its equivalent 
in terms of raw sugar testing 96 sugar degrees by the polariscope. 

(4) “Net imports’? means total imports of sugar after deducting 
total exports of sugar. 

(5) “Net exports’? means total exports of sugar (excluding sugar 
supplied as ships’ stores for ships victualling at domestic ports) after 
deducting total imports of sugar. 

(6) “Free market’? means the total of net imports of the world 
market except those excluded under any provisions of this Agreement. 

(7) “Basic export tonnages’’ means the quantities of sugar specified 
in Article 14 (1). 

(8) “Initial export quota” means the quantity of sugar allotted for 
any quota year under Article 18 to each country listed in Article 14 (1). 

(9) “Export quota in effect’? means the initial export quota as 
modified by such adjustment as may be made from time to time. 

(10) “Stocks of Sugar,” for the purposes of Article 13, means 
either: — 

(1) All sugar in the country concerned either in factories, 
refineries, warehouses, or in the course of internal transportation 
for destinations within the country, but excluding bonded foreign 
sugar (which term shall be regarded as also covering sugar “en 
admission temporaire’’) and excluding sugar in factories, refin- 
eries and warehouses or in the course of internal transportation 
for destinations within the country, which is solely for distribution 
for internal consumption and on which such excise or other con- 
sumption duties as exist in the country concerned have been 
paid; or 

(2) All sugar in the country concerned either in factories, 
refineries, warehouses, or in the course of internal transportation 
for destinations within the country, but excluding bonded foreign 
sugar (which term shall be regarded as also covering sugar ‘‘en 
admission temporaire’’) and excluding sugar in factories, refin- 
eries and warehouses or in the course of internal transportation 
for destinations within the country which is solely for distribution 
for internal consumption; 

according to the notification made to the Council by each Participating 
Government under Article 13. 

(11) “The Council” means the International Sugar Council estab- 
lished under Article 27. 

(12) “The Executive Committee’’ means the Committee established 
under Article 37. 

(13) “Importing Country” means one of the countries listed in 
Article 33, or any country which is a net importer of sugar, as the 
context requires. 

(14) “Exporting Country” means one of the countries listed in 
Article 34, or any country which is a net exporter of sugar, as the 
context ‘requires. 
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CuHapter II].—GrNERAL UNDERTAKINGS BY PARTICIPATING 
GOVERNMENTS 


ARTICLE 3 

Subsidies 

(1) The Participating Governments recognise that subsidies on 
sugar may so operate as to impair the maintenance of equitable and 
stable prices in the free market and so endanger the proper functioning 
of this Agreement. 

(2) If any Participating Government grants or maintains any sub- 
sidy, including any form of income or price support, which operates 
directly or indirectly to increase exports of sugar from, or to reduce 
imports of sugar into its territory, it shall during each quota year 
notify the Council in writing of the extent and nature of the subsidisa- 
tion, of the estimated effect of the subsidisation on the quantity of 
sugar exported from or imported into its territory and of the cirecum- 
stances making the subsidisation necessary. 

(3) In any case in which a Participating Government considers 
that serious prejudice to its interests under this Agreement is caused 
or threatened by such subsidisation, the Participating Government 
granting the subsidy shall, upon request, diseuss with the other Par- 
ticipating Government or Governments concerned, or with the Coun- 
cil, the possibility of limiting the subsidisation. In any case in which 
the ms et is brought before the Council, the Council may examine 
the case with the Governments concerned and make such recommen- 
dations as it deems appropriate. 


ARTICLE 4 


2. Programmes of Economic Adjustment 

Each Participating Government agrees to adopt such measures as 
it believes will be adequate to fulfil its obligations under this Agree- 
ment with a view to the achievement of the general objectives set 
forth in Article 1 and as will ensure as much progress as practicable 
within the duration of this Agreement towards the solution of the 
commodity problem involved. 


ARTICLE 5 


8. Promotion of Increased Consumption of Sugar 
With the object of making sugar more freely available to consumers, 
each Participating Government agrees to take such action as it deems 
appropriate to reduce disproportionate burdens on sugar, including 
those resulting from— 
(i) private and public controls, including monopoly; 
(ii) fiscal and tax policies. 


ARTICLE 6 


4. Maintenance of Fair Labour Standards 


The Participating Governments declare that, in order to avoid the 
depression of living standards and the introduction of unfair competi- 
tive conditions in world trade, they will seek the maintenance of fair 
labour standards in the sugar industry. 
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CuHaptrer [V.—SpecraL OBLIGATIONS OF THE PARTICIPATING 
GOVERNMENTS OF CountTRIES WuicH Import SUGAR 


ARTICLE 7 


(1) The Government of each participating importing country 
and the feveanaeal of each participating exporting country which 
imports sugar for re-export agrees that, to prevent non- partic ipating 
countries from gaining advantage at the expense of participating 
countries, it will not permit the import from non- participating coun- 
tries as a group during any quota year of a total quantity larger than 
was imported from those countries as a group during any one of the 
three calendar years preceding the year in which the Agreement 
entered into force, 7. e., 1951, 1952, 1953; provided that the said total 
quantity shall not include | imports purchased by a participating 
country from non-participating countries at any time when such 
country cannot meet its requirements from participating countries at 
prices not exceeding the maximum established in Article 20, and has 
so notified the Council. 

(ii) The years referred to in sub-paragraph (i) of this paragraph may 
be varied by a determination of the Council on the application of any 
Participating Government which considers that there are special 
reasons for such variation. 

2)—(i) If any Participating Government considers that the obliga- 
tion it has assumed under paragraph (1) of this Article is operating in 
such a way that its country’s re-export trade in refined sugar or trade 
in sugar-containing products is suffering damage therefrom, or is in 
imminent danger of being damaged, it may request the Council to take 
action to safeguard the trade in question, and the Council shall forth- 
with consider any such request and shall take such action, which may 
include the modification of the aforesaid obligation, as it deems neces- 
sary for that purpose. If the Council fails to deal with a request 
made to it under this sub-paragraph within 15 days of its receipt, the 
Government making the request shall be deemed to have been released 
from its obligation under paragraph (1) of this Article to the extent 
necessary to safeguard the said trade. 

(ii) If in a particular transaction in the usual course of trade the 
delay resulting from the procedure provided for in sub-paragraph (i) of 
this paragraph might result in damage to a country’s re-export trade 
in sugar, the Government concerned shall be released from the obliga- 
tion in paragraph (1) of this Article in respect of that particular 
transaction. 

(3)—(i) If any Participating Government considers that it cannot 
carry out the obligation in paragraph (1) of this Article, it agrees to 
furnish the Council with all relevant facts and to inform the Council 
of the measures which it would propose to take, and the Council shall 
within 15 days examine the matter and may, in respect of such Govern- 
ment, modify the obligation laid down in paragraph (1). 

(ii) If the Government of any participating exporting country 
considers that the interests of its country are being damaged by the 
operation of paragraph (1) of this Article, it may furnish the Council 
with all relevant facts and inform the Council of the measures which 
it would wish to have taken by the Government of the other participat- 
ing country concerned, and the Council may, in agreement with the 
latter Government, modify the obligation laid down in paragraph (1). 
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(4) The Government of each participating country which imports 
sugar agrees that as soon as practicable after its ratification of, accept- 
ance of, or accession to this Agreement, it will notify the Council of 
the maximum quantities which could be imported from non-participat- 
ing countries under paragraph (1) of this Article. 

(5) In order to enable the Council to make the redistributions pro- 
vided for in Article 19 (1) (ii), the Government of each participating 
country which imports sugar agrees to notify the Council, within a 
period fixed by the Council which shall not exceed eight months from 
the beginning of the quota year, of the quantity of sugar which it 
expects im: be imported from nonparticipating countries in that 
quota year; provided that the Council may vary the aforesaid period 
in the case a any such country. 


CuHapter V.—SpeEctAL OBLIGATIONS OF GOVERNMENTS OF PARTICI- 
PATING ExporTING COUNTRIES 


ARTICLE §&§ 


(1) The Government of each participating exporting country agrees 
that exports from its country to the free market will be so regulated 
that net exports to that market will not exceed the quantities which 
such country may export each quota year in accordance with the 
e mi ee is established for it under the provisions of this Agreement. 

The Government of each participating exporting country with 
a Naat export tonnage in excess of 75,000 tons agrees not to permit 
the export during the first eight months of any quota year of more 
than 80 per cent. of its initial export quota; provided that the Council 
may increase this percentage if it deems such increase to be justified 
by market conditions. 
ARTICLE 9 


The Government of each participating exporting country agrees 
that it will take all practicable action to ensure that the de mands of 
participating countries which import sugar are met at all times. To 
this end, if the Council should determine that the state of demand is 
such that, notwithstanding the provisions of this Agreement, partici- 
pating countries which import sugar are threatened with difficulties 
in meeting their requirements, it shall recommend to participating 
exporting countries measures designed to give effective priority to 
those requirements. The Government of each participating export- 
ing country agrees that, on equal terms of sale, priority in the supply 
of available sugar, in accordance with the recommendations of the 
Council, will be given to participating countries which import sugar. 


ARTICLE 10 


The Government of each participating exporting country agrees to 
adjust the production of sugar in its country during the term of this 
Agreement and in so far as practicable in each quota year of such term 
(by regulation of the manufacture of sugar or, when this is not possible, 
by regulation of acreage or plantings) so that the production does not 
exceed such amount of sugar as may be needed to provide for domestic 
consumption, exports permitted under this Agreement, and maximum 
stocks specified in Article 13. 
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ARTICLE 11 


The Government of each participating exporting country agrees to 
advise the Council as soon as possible of such part of its country’s 
initial export quota and export quota in effect as it expects will not be 
used and on receipt of such advice, the Council shall take action in 
accordance with Article 19 (1) (i) 


ARTICLE 12 


If the Government of a participating exporting country fails to give 
notice, within a period determined for the duration of this Agreement 
by the Council in agreement with that Government, but in any case 
not exceeding 8 months from the date on which initial export quotas 
were allocated, of such part of the initial export quota of its country as 
it expects will not be used, the initial export quota of that country for 
the tollowing quota year shall be reduced by the difference between 
the actual exports and the initial e xport quota or latest export quota 
in effect, whichever is the less. The Council may decide not to impose 
this penalty if it is satisfied that a Government failed to give notice 
because its country’s intended exports fell short by reason of force 
majeure or other circumstances beyond its control occurring after the 
date for notice established in accordance with this Article. 


Cuaprer VI.—Srocks 
ARTICLE 13 


(1) The Governments of participating exporting countries undertake 
so to regulate production in their countries that the stocks in their 
respective countries shall not exceed for each country on a fixed date 
each year immediately preceding the start of the new crop, such date 
to be agreed with the Council, an araount equal to 20 per cent. of its 
annual production. 

(2) Nevertheless, the Council may, if it considers that such action 
is justified by special circumstances, authorise the holding of stocks in 
any. eh y in excess of 20 per cent. of its produc tion, 

The Government of each participating country listed in Article 

14 “4 ) agrees: 

(i) that stocks equal to an amount of not less than 10 per cent. 
of its country’s basic export tonnage shall be held in its country 
at a fixed date each year immediately preceding the start of the 
new crop, such date to be agreed with the Council, unless drought, 
flood or other adverse conditions prevent the holding of such 
stocks; and 

(ii) that such stocks shall be earmarked to fill increased re- 
quirements of the free market and used for no other purpose 
without the consent of the Council, and shall be immediately 
available for export to that market when called for by the Council. 

(4) The Council may increase the amount of the minimum stocks 
to be carried under paragraph (3) of this Article up to 15 per cent. 

(5) The Government of each participating country, in which stocks 
are held under the provisions of paragraph (3) as they may be modified 
by the provisions of paragraph (4) of this Article, agrees that unless 
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otherwise authorised by the Council, stocks held under those provisions 
shall be used neither for meeting priorities under Article 14 B, nor 
for meeting increases in quotas in effect under Article 22 while such 
quotas are lower than its country’s basic export tonnage, unless the 
stocks so used can be replaced before the beginning of its country’s 
crop in the ensuing quota year. 

(6) For the purposes of this Agreement the Cuban Stabilisation 
Reserve shall not be considered part of the stocks available for the 
free market nor shall it be included in the computation of stocks 
under paragraph (1) of this Article. 

The Cuban Government, however, agrees to consider making such 
reserve available for the free market on the request of the Council if 
the Council considers that market conditions make such action 
advisable. 

(7) The Government of each participating exporting country agrees 
that, so far as possible, it will not permit the disposal of stocks held 
under this Article, following its withdrawal from this Agreement or 
following the expiration of this Agreement, in such a manner as to 
create undue disturbance in the free market for sugar. 

(8) Not later than three months after the date of signature of this 
Agreement the Government of each participating country shall inform 
the Council which of the two definitions of ‘‘stocks of sugar’ in 
Article 2 it accepts as applicable to its country. 


Cuaptrer VII.—ReEGULATION or Exports 
ARTICLE 14 


A. Basic Export Tonnage Ss 

(1) For each of the quota years during which this Agreement is in 
force the exporting countries or areas named below shall have the 
following basic export tonnages for the free market: 


In th 
Belgium (including Belgiun Congo) - Rape 50 
nee ; i 175 
ee eer ae an F 2 600 
Colombia_- ba ere i a gols : 5 
Cuba —t pa ieee ore coca mets 2, 250 
Czechoslovakia_.__-_--- ; ; ; 275 
Denmark_-_---_- ; sya! : 70 
Dominican Republic ‘ = he , 600 
France (and the countries France represents interna- 
tionally) ac ch 20 
Germany, Eastern : : 150 
Haiti__ : ; _ 15 
UNI aed ne ec lhe gine - ; 10 
Indonesia__-_--- aR ie ; ta 250 
Mexico... _.. 7 75 
Netherlands (including Surinam *4() 
Peru tote Lei Z : : 280 
Philippines _ - , ‘a 25 
TNE oS s Nl ete : ‘ 220 
U.S. S. R ; al Fig iit sis 200 
Yugoslavia _ _ _ we ei oieenet soe ; ; 20 
*The Kingdom of the Netherlands undertake not to export over the years 1954, 


1955 and 1956, taken as a whole, a greater amount of sugar than they import during 
the same period. 


44993—54 3 
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(2) The export quotas of the Czechoslovak Republic and the 
People’s Republic of Poland do not include their — of sugar to 
the U.S. 5. R. he these exports are outside this Agreement. The 
U.S. S. R. export quota is therefore calculated without taking into 
account imports of sugar from the above-mentioned countries. 

3) The present Agreement does not apply to movements of sugar 
between France and the countries which France represents inter- 
nationally, and the Associated States of Cambodia, Laos, and Vietnam. 

(4) Costa Riea, Ecuador and Nicaragua, to which no basic export 
tonnages have been allotted under this Article, may each export to 
the free market up to 5,000 tons raw value a year. 

(5) This Agreement does not ignore, and does not have the purpose 
of nullifying Indonesia’s aspiration as a Sovereign State for its reha- 
bilitation to its historical position as a sugar exporting country to the 
extent that may be practicable within the possibilities of the free 
market. 

(6) India shall have the status of an exporting country but has not 
requested that an export quota be allotted to her. 


B. P) Lorities on Shortfalls and on Tnere ased I ree Market Re quare ments 


(7) In determining export quotas in effect the following priorities 

shall be applied in accordance with the provisions of paragraph (8) 
f this Article: 

(a) The first 50,000 tons will be allotted to Cuba. 

(6) The next 15,000 tons will be allotted to Poland. 

(c) The next 5,000 tons will be allotted to Haiti in the first and 
second year, this being increased to 10,000 tons in the third year. 
(d) The next 25,000 tons will be allotted to Czechosolovakia. 

é) The next 10,000 tons will be allotted to Hungary. 

(8 i) In redistributions resulting from the provisions of Articles 
19 (1) (i) and 19 (2), the Council shall give effect to the priorities listed 
in paragraph (7) of this Article. 

(ii) In peor grey resulting from the provisions of Articles 18, 
19 (1) (ii) and 22, the Council shall not give effect to the said priorities 
until the wt Ee countries lcted in paragraph (1) of this Article 
have been offered export quotas equal to the total of their basic export 
tonnages, subject to any reductions applied under Articles 12 and 
21 (3) and thereafter shall give effect to the said priorities only in 
so far as the said priorities have not already been brought into effect in 
accordance with sub-paragraph (i) of this paragraph. 

(iii) Reductions resulting isan the application of the provisions of 
Article 21 shall be applied pro rata to the basic export tonnages until 
the export quotas in effect have been reduced to the total of the basic 
export tonnages plus the total of the priorities allotted due to in- 
creases in free market requirements for that year, after which the 
priorities shall be deducted in the reverse order and thereafter reduc- 
tions shall be applied again pro rata to basic export tonnages. 


ARTICLE 15 


This Agreement does not apply to movements of sugar between the 
Belgo-Luxembourg Economic Union (including the Belgian Congo), 
France and the countries which France represents internationally, 
the Federal Republic of Germany, and the Kingdom of the Nether- 
lands (including Surinam). 
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These countries undertake to restrict the movements referred to in 
this Article to a net amount of 175,000 tons of sugar per year. 


ARTICLE 16 


(1) The Government of the United Kingdom of Great Britain and 
Northern Ireland (on behalf of the British West Indies and British 
Guiana, Mauritius and Fiji), the Government of the Commonwealth 
of Australia and the Government of the Union of South Africa under- 
take that net exports of sugar by the exporting territories covered 
by the Commonwealth Sugar Agreement of 1951 (excluding local 
movements of sugar between adjoining Commonwealth territories, 
or islands, in such quantities as can be authenticated by custom) 
shall not together exceed the following total quantities: 

(1) in the calendar years 1954 and 1955—2,413,793 tons 
(2,375,000 English long tons) tel quel per year; 


(ii) in the calendar year 1956—2,490,018 tons (2,450,000 
English long tons) tel quel. 

Subject to contractual obligations assumed by the Governments 
concerned under the Commonwealth Sugar Agreement of 1951, the 
quantitative limits for the calendar years 1954, 1955 and 1956 specified 
above shall not be varied and the provisions of all other articles of 
this Agreement shall be construed accordingly. 

(2) These limitations have the effect of leaving available to the 
free market a share in the sugar markets of Commonwealth countries. 
The Governments aforementioned would, however, regard themselves 
as released from their obligation thus to limit exports of Common- 
wealth sugar if a Government or Governments of a participating 
exporting country or of participating countries having a basic export 
tonnage or tonnages under Article 14 (1) should enter into a special 
trading arrangement with an importing country of the Common- 
wealth which would guarantee the exporting country a specified 
portion of the market of that Commonwealth country. 

(3) The Government of the United Kingdom of Great Britain and 
Northern Ireland with the concurrence of the Governinent of the 
Commonwealth of Australia and the Government of the Union of 
South Africa, undertakes to provide the Council sixty days in advance 
of the beginning of each quota year with an estimate of total net 
exports from the exporting territories covered by the Commonwealth 
Sugar Agreement in such year and to inform the Council promptly of 
any changes in such estimate during that year. The information 
supplied to the Council by the United Kingdom pursuant to this 
undertaking shall be held to discharge fully the obligations in Articles 
11 and 12 so far as the aforementioned territories are concerned. 

(4) The provisions of paragraphs (3) and (4) of Article 13 shall not 
apply to the exporting territories covered by the Commonwealth 
Sugar Agreement. 

Nothing in this Article shall be held to prevent any participating 
country exporting to the free market from exporting sugar to any 
country within the British Commonwealth nor, within the quantitative 
limits set out above, to prevent any Commonwealth country from 
exporting sugar to the free market. 
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ARTICLE 17 


Exports of sugar to the United States of America for consumption 
therein shall not be considered exports to the free market and shall 
not be charged against the export quotas established under this 
Agreement. 


ARTICLE 18 


(1) Before the beginning of each quota year the Council shall cause 
an estimate to be made of the net import requirements of the free 
market during such year for sugar from exporting countries listed in 
Article 14 (1 In the sainaet te of this estimate, there shall oe 
taken into account among other factors the total amount of suga 
which the Council is notified could be imported from non-partic caine 
countries under the provisions of Article 7 (4). 

2) At least 30 days before the beginning of each quota year the 
Council shall consider the estimate of the net import 1 a 
of the free market prepared in accordance with paragraph (1) of this 
Article. If the Council adopts that estimate, it shall forthw th assign 
an initial export quota for the free market for such year to each of the 
exporting countries listed in Article 14 (1) by distributing that estimate 
among the exporting countries pro rata to their basic export tonnag 
subject to the provisions of Article 14 B, to such penalties as may be 
imposed in accordance with the provisions of Article 12 and to such 
reductions as may be made under Article 21 (3). 

3) If there is disagreement in the Council upon the estimate of the 
net import eenrer ae of the free market prepared in accordance 


with paragraph (1) of this Article, the question shall be put to a Special 
Vote Ifasa oe of that vote, an estimate ts adopted, the Council 
shall thereupon assign ie al export quotas in accordance with para- 
graph (2) of this Article; but if an estimate is not so adopted, then 


the initial export quotas for the new quota year shall be fixed by 
distributing the total of the export quotas in effect at the end of the 
current quota year on the same basis and in the same manner as is 
provided in paragraph (2) of this Article. 

(4) The Council shall have power by Special Vote to set aside in 
any quota year up to 20,000 tons of the net import requirements of 
the free market as a reserve from which it may allot additional export 
quotas to meet proved cases of special hardship. 


ARTICLE 19 


(1) The Council shall cause export quotas in effect for participating 
countries listed in Article 14 (1) to be adjusted, subject to the pro- 
visions of Article 14 B, as follows: 


(i) Within 10 days after the Government of any exporting 
country has given notice pursuant to Article 11 that a part of 
the initial export quota or export quota in effect will not be used, 
to reduce accordingly the export quota in effect of such country 
and to increase the export quotas in effect of other exporting 
countries by redistributing an amount of sugar equal to the part 
of the quota so renounced pro rata to their basic export tonnages. 
The Secretary of the Council shall forthwith notify Governments 
of exporting countries of such increases, and those Governments 
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shall, within 10 days of receipt of such notification, inform the 
Secretary of the Council whether or not they are in a position 
to use the increase in quota allotted to them, and on receipt of 
such information, a subsequent redistribution of the quantity 
involved shall be made, and Governments of e: porting countries 
concerned shall be notified forthwith by the Secretary of the 
Council of the increases made in their countries’ export quotas 
in effect. 

(ii) From time to time to take into account variations in the 
estimates of the quantities of sugar which the Council is notified 
will be imported from non-participating countries under Article 
7; provided, however, that such quantities need not be redis- 
tributed until they reach a total of 5,000 tons. Redistributions 
under this sub-paragraph shall be made on the same basis and 
in the same manner as is provided in paragraph (1) (i) of this 


Article. 


(2) Notwithstanding the jee of Article 11, if the Council, 
after consultation with the Government of any participating export- 
ing country, determines that such country will be unable to use all 
or part of its export quota in effect, the Council may increase pro 
rata the export quot as of other participating exporting countries on 
the same basis and in the same manner as is provided for in paragraph 
(1) G@) of this Article; provided, however, that such action by the 
Council shall not deprive the country concerned of its right to fill its 
export quota which was in effect before the Council made its 
determination. 


Cuaprer VIII.—SraBiLisaTION or PRIcEs 
ARTICLE 20 


(1) For the purposes of this Agreement the price of sugar shall be 
considered equitable both to consumers and producers if it is main- 
tained within a zone of stabilised prices between a minimum of 3.25 
cents and a maximum of 4.35 cents U nt “| States currency pet en 
avoirdupois, free alongside steamer Cuban port: the price of sug: 
shall be the spot pric e established by ‘the New York re and Susad 
Exchange in relation to sugar covered by Contract No. 4, or any other 
price which may be established under paragraph (2 of this Article. 

(2) In the event of the price referred to in paragraph (1) of this 
Article not being available at a material saa the Council shall use 
such other criteria as it sees fit. 

(3) The minimum and maximum limits of the zone of stabilised 
prices referred to in paragraph (1) of this Article may be modified by 
the Council by a Special Vote 


ARTICLE 21 


(1)—(i) If at any time the Council decides that market conditions 
make it advisable to reduce the export quotas in effect with a view to 
preventing the price of sugar from falling below the minimum price 
established under Article 20, it may make such reduction in the export 
quotas in effect as it deems necessary pro rata to the basic export 
tonnages, subject to the provisions of Article 14 B. 
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(ii) Notwithstanding the provisions of paragraph (1) (i) of this 
Article, whenever the average daily spot price of sugar for any one 
period of fifteen consecutive market days, has averaged less than the 
minimum price established under Article 20, the Council shall within 
ten days of the end of such fifteen-day period, make such reduction as 
it deems necessary in the export quotas in effect, pro rata to the basic 
export tonnages and subject to the provisions of Article 14 B; provided 
that no further alteration in the export quotas in effect shall be made 
under this sub-paragraph within a period of fifteen consecutive market 
days from the date of any adjustment in quote 1s in effec t, pursuant to 
the provisions of this sub-paragraph and of Article 2 

(iii) If the Council cannot agree within the said Sa of ten days 
upon the amount of the reduction under paragraph (1) (ii) of this 
Article, the export quotas in effect shall be reduced each time by 5 
per cent. of the basic export tonnages, subject to the provisions of 
Article 14 B. 

(iv) Notwithstanding the provisions of paragraphs (1) (i), (1) (ii) 
and (1) (iii) of this Article, if any country’s export quota in effect has 
been reduced under Article 19 (1) (i), such reduction shall be deemed 
to form part of reductions made in the same quota year under the 
terms of the aforesaid sub-paragraphs. 

The Secretary of the Council shall notify the Governments of 
participating countries of each reduction made under this Article in 
the export quotas in effect. 

(3) If any of the reductions provided for in the preceding paragraphs 
of this Article cannot be fully applied to the export quota in effect of 
an exporting country because, at the time the reduction is made, that 
country has already exported all or part of the amount of such reduc- 
tion, a corresponding amount shall be deducted from the initial export 
quota of that country for the following quota year. 


ARTICLE 22 


(1) If, at any time, the Council decides that market conditions make 
it advisable to increase the export quotas in effect with a view to 
preventing the price of sugar from rising above the maximum price 
established under Article 20, it may ms ake such increase in the export 
quotas in effect as it deems necessary pro rata to the basic export 
tonnages subject to the provisions of Article 14 B. 

(2)—(i) Notwithstanding the provisions of paragraph (1) of this 
Article, whenever the average daily spot price of sugar for any one 
period of fifteen consecutive market days has averaged more than the 
maximum price established under Article 20, the Council shall, within 
ten days of the end of such fifteen-day pe riod, make such increases as 
it deems necessary in the export quotas in effect, pro rata to the basic 
export tonnages and subject to the provisions of Article 14 B; pro- 
vided that no further alteration in the export quotas in effect shall be 
made under this sub-paragraph within a period of fifteen consecutive 
market days from the date of any adjustment in quotas in effect, 
pursuant to the provisions of this sub-paragraph and of Article 21. 

(ii) If the Council cannot agree within the said period of ten days 
upon the amount of the increase under paragraph (2) (i) of this 
Article, the export quotas in effect shall be increased each time by 

$ per cent. of the basic export tonnages, subject to the provisions of 
kets 14 B. 
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(3) The Secretary of the Council shall notify the Governments of 
participating countries of each increase made under this Article in 
the export quotas in effect. 


CuHapTeR [X.—GENERAL LimiITaTION OF ReEpucTIONS IN Export 
(JUOTAS 


ARTICLE 23 

(1) Except in respect of ee imposed under Article 12 and 
reductions made under Article 19 (1) (i), the export quota in effect of 
any participating exporting la listed in Article 14 (1) shall not 
be reduced below 80 per cent. of its basic export tonnage and all other 
provisions of this Agreement shall be construed accordingly: provided, 
however, that the export quota in effect of any participating exporting 
country having a basic export tonnage under Article 14 (1) of less than 
50,000 tons shall not be reduced below 90 per cent. of its basic export 
tonnage. 

(2) A reduction of quotas under Article 21 shall not be made within 
the last forty-five calendar days of the quota year. 


CHAPTER X.—SuGAR MIXTURES 
ARTICLE 24 


Should the Council at any time be satisfied that as the result of a 
material increase in the exportation or use of sugar mixtures, those 
products are taking the place of sugar to such an extent as to prevent 
full effect being given to the purpose of this Agreement it may resolve 
that such products or any of them shall be deemed to be sugar, in 
respect of their sugar content, for the purposes of the Agreement; 
provided that the Council shall, for the purpose of calculating the 
amount of sugar to be charged to the export quota of any participating 
country, exclude the sugar equivalent of any quantity of such products 
which ‘has normally been exported from that country prior to the 
coming into force of this Agreement. 


CuHaprerR XI.—Monetary DIFFIcutti«es 
ARTICLE 25 


(1) If, during the term of this Agreement the Government of a 
participating importing country considers that it is necessary for it 
to forestall the imminent threat of, or to stop or to correct a serious 
decline in its monetary reserves, it may request the Council to modify 
particular obligations of this Agreement. 

(2) The Council shall consult fully with the International Monetary 
F oad on questions raised by such request and shall accept all findings 
of statistical and other facts made by the Fund relating to foreign 
exchanges, monetary reserves and balance of payments, and shall 
accept the determination of the Fund as to whether the country in- 
volved has experienced or is imminently threatened with a serious 
deterioration in its monetary reserves. If the country in question is 
not a member of the International Monetary Fund and requests that 
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the Council should not consult the Fund, the issues involved shall be 
examined by the Council without such consultation. 

3) In either event, the Council shall discuss the matter with the 
Government of the importing country. If the Council decides that 
the representations are well founded and that the country is being 
prevented from obtaining a sufficient amount of sugar to meet its con- 
sumption requirements consistently with the terms of this Agreement, 
the Council may modify the obligations of such Government or of 
the Government of any exporting country under this Agreement in 
such manner and for such time as the Council deems necessary to per- 
mit such importing country to secure a more adequate supply of sugar 
with its available resources. 


CuHaApTeR XII.—Srtrupies BY THE CoUNCIL 
ARTICLE 26 


(1) The Council shall consider and make recommendations to the 
Governments of participating countries concerning ways and means 
of securing appropriate expansion in the consumption of sugar, and 
may undertake studies of such matters as: 

i) The effects of (a) taxation and restrictive measures and (6 
economic, climatic and other conditions on the consumption of 
sugar in the various countries; 

(ii) Means of promoting consumption, particularly in countries 
where consumption per caput is low; 

(iii) The possibility of co-operative publicity programmes with 
similar aati ies concerned with the expansion of consumption of 
other foodstuffs; 

iv) Progress of research into new uses of sugar, its by-products, 
and the plants from which it is derived. 

(2) Furthermore, the Council is authorised to make and arrange 
for other studies, including studies of the various forms of special 
assistance to the sugar industry, for the purpose of assembling com- 
prehensive information and for the formulation of proposals which 
the Council deems relevant to the attainment of the general objectives 
set forth in Article 1 or relevant to the solution of the commodity 
problem involved. Any such studies shall relate to as wide a range 
of countries as practicable and shall take into consideration the 
general social and economic conditions of the countries concerned. 

(3) The studies undertaken pursuant to paragraphs (1) and (2) of 
this Article shall be carried out in accordance with such terms as may 
be laid down by the Council, and in consultation with the Partici- 
pating Governments. 

(4) The Governments concerned agree to inform the Council of the 
results of their consideration of the recommendations and proposals 
referred to in this Article. 


CuapterR XITI.—ApDMINISTRATION 
ARTICLE 27 


(1) An International Sugar Council is hereby established to admin- 
ister this Agreement. 

(2) Each Participating Government shall be a voting member of 
the Council and shall have the right to be represented on the Council 
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by one delegate and may designate alternate delegates. A delegate or 
alternate delegates may be accompanied at meetings of the Council 
by such advisers as each Participating Government deems necessary. 
(3) The Council shall elect a non-voting Chairman who shall hold 
office for one quota year and shall serve without pay. He shall be 
selected alternately from among the delegations of the importing and 
exporting participating countries 

(4) The Council shall eleet a Vice-Chairman who shall hold office 
for one quota year and shall serve without pay. He shall be selected 
alternately from among the delegations of the exporting and importing 
participating countries 

(5) The Council is authorised, after consultation with the Inter- 
national Sugar Council established under the International Agree- 
ment regarding the Regulation of Production and Marketing of Sugar 
signed in London, May 6, 1937, to accept the records, assets and 
liabilities of that body 

(6) The Council shall have in the territory of each Participating 
Government, and to the extent consistent with its laws, such legal 
capacity as may be necessary in discharging its functions under this 
Agreement. 

ARTICLE 28 


(1) The Council shall adopt rules of procedure which shall be con- 
sistent with the terms of this Agreement, and shall keep such records 
as are required to enable it to discharge its functions under this Agree- 
ment and such other records as it considers desirable. In the case of 
inconsistency between the rules of procedure so adopted and the 
terms of this Agreement, the Agreement shall prevail. 

(2) The Council shall publish at least once a year a report of its 
activities and of the operation of this Agreement. 

(3) The Council shall develop, prepare and publish such reports, 
studies, charts, analyses and other data as it may deem desirable and 
helpful. 

(4) The Participating Governments undertake to make available 
and supply all such statistics and information as are necessary to the 
Council or the Executive Committee to enable it to discharge its 
functions under this Agreement. 

(5) The Council may appoint such permanent or temporary Com- 
mittees as it considers advisable in order to assist it in performing its 
functions under this Agreement. 

(6) The Council may, by a Special Vote, delegate to the Executive 
Committee set up under Article 37 the exercise of any of its powers 
and functions other than those requiring a decision by Special Vote 
under this Agreement. The Council may, at any time, revoke such 
a delegation by a majority of the votes cast. 

(7) The Council shall perform such other functions as are necessary 
to carry out the terms of this Agreement. 


ARTICLE 29 


The Council shall appoint an Executive Director, who shall be its 
senior full-time paid officer, a Secretary and such staff as may be 
required for the work of the Council and its Committees. It shall be 
a condition of employment of these officers and of the staff that they 
do not hold or shall cease to hold financial interest in the sugar industry 
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or in the trade in sugar and that they shall not seek or receive instruc- 
tions regarding their duties under this Agreement from any Govern- 
ment or from any other Authority external to the Council. 


ARTICLE 30 


The Council shall select its seat. Its meeting shall be held at 
its seat, unless the Council decides to hold a particular meeting else- 
where. 

(2) The Council shall meet at least once a year. It may be con- 
vene d at any other time by its Chairman. 

The Chairman shall convene a session of the Council if so re- 
nual by 

(i) Five Participating Governments, o1 

(ii) Any Participating Government or Governments holding 

not less 10 per cent. of the total votes, or 

(iii) The Executive Committee. 


ARTICLE 381 


The presence of delegates holding 75 per cent. of the total votes of 
the Participating Governments shall be necessary to constitute a 
quorum at any meeting of the Council, but if no such quorum is 
present on the day fixed for a meeting of the Council which has been 
called pursuant to Article 30, such meeting shall be held seven days 
later and the presence of delegates holding 50 per eent. of the total 
votes of the Participating Governments shall then constitute a 
quorum. 

ARTICLE 82 


The Council may make decisions, without holding a meeting, by 
correspondence between the Chairman and the Participating Govern- 
ments provided that no Participating Government makes objection 
to this procedure. Any decision so taken shall be communicated to 
all the Participating Governments as soon as possible and shall be 
set forth in the minutes of the next meeting of the Council. 


ARTICLE 33 


The votes to be exercised by the respective delegations of importing 
countries on the Council shall be as follows: 


ees ae ae aE stains micah gilts cela Ria 20 
Canada need - SO 
evion a ea aa : 7" 30 
Federal Republic of Germany - Cdidtoscwudeeds Bowe 60 
Greece wie eerateteale ted sah 2 Ae ctcieh Mak «shalt 25 
Israel vihieset oudetalitts ecco Sitka-sivendic mais, cba dette tecsaele de ieiardcars et 20 
Japan __ 7 ce asie- tan 7a aie a 100 
Jordan : ao ree 15 
Lebanon ~ ; ; id ka a elt 20 
a ae sb _ ee 30 
Portugal _ Re A a a 30 
Saudi Arabia_-_.--- E otk: eee lhcadiliae ch 15 
DD: chew eenrke ss cy igs or ics aio ok cinta Melt 20 
UPR es ee Ae aE ae 45 
GG es a. UIE adwodiunbewebuwcuad du 245 
ROIs PUNO sa irnkds. Aa a MEE g See eed etedaks 245 


Total 
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ARTICLE 84 


The votes to be exercised by the respective delegations of exporting 
countries on the Council shall be as follows:— 


Australia____- at = ete «i Sidi 45 
Jelgium__ . ; wee Ba 20 
Brazil__ . ; a 50 
China : : 65 
Cuba ; ‘ a 245 
(Czechoslovakia . ; 15 
Denmark 20 
Dominican Republic 65 

France (and the countries which France represents 
internationally ; a 35 
Haiti___- 2 eke 20 
Hungary _- ; 20 
India 30 
Indonesia. : i = 40 
Mexico ; : spd oe 25 
Netherlands = caarangelaine 20 
Nicaragua _.- in eh a en ey ee ee ee ae 15 
rere sos : isu dite midaliset ace lee l be teee see 40 
Philippines. = ....<<- | ith Jkcie tn biesieselaLekiaet 25 
ee ti ee 40 
South Africa _- ins aa ikea alo lan sca 20 
U. & SB. Re LU a ens a brute Seat 100 
Yugoslavia Pong 2 E iia dhe Ao ie Ae Le 15 
| | es er 5 hic hag acs lea cee andl she ended acacia 1, 000 


ARTICLE 35 


Whenever the membership of this Agreement changes or when any 
country is suspended from voting or recovers its votes under any 
provision of this Agreement, the Council shall redistribute the votes 
within each group (importing countries and exporting countries), 
having regard in respect of importing countries to their average im- 
ports over the two preceding years, and in respect of exporting coun- 
tries having regard to the ratio 40 to 60 to their average production 
over the two preceding years and to the basic export tonnages allotted 
to them; provided that in no case shall any country have less than 
15 or more than 245 votes and that there shall be no fractional votes. 


ARTICLE 36 


(1) Except where otherwise specifically provided for m this Agree- 
ment, decisions of the Council shall be by a majority of the votes 
cast by the exporting countries and a majority of the votes cast by 
the importing countries provided that the latter majority shall con- 
sist of votes cast by not less than one-third in number of the import- 
ing countries present and voting. 

(2) When a Special Vote is required, decisions of the Council shall 
be by at least two-thirds of the votes cast, which shall include a major- 
ity of the votes cast by the exporting countries and a majority of the 
votes cast by the importing countries; provided that the latter majority 
shall consist of votes cast by not less than one-third in number of 
the importing countries present and voting. 

(3) Nothwithstanding the a ns of paragraphs (1) and (2) of 
this Article, at any session of the Council convened ia accordance 
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with Article 30 (3) (i) or Article 30 (3) (ii) to deal with any question 
relating to Articles 21 and 22, decisions of the Council on action taken 
by the Executive Committee under the said Articles shall be by a 
simple majority of the votes cast by the participating countries 
present and voting taken as a whole 

1) The Government of any participating exporting country may 
authorise the voting delegate of any other exporting country and the 
Government of any participating importing country may authorise 
the voting delegate of any other importing country to represent its 
interests and to exercise its votes at any meeting or meetings of the 
Council. Evidence of such authorisation satisfactory to the Council 
shall be submitted to tne Council 
5) Each Participating Government undertakes to accept as bind- 
ing all decisions of the ¢ laa under the provisions of this Agreement. 


ARTICLE 37 


1) The Council shall establish an Executive Committee, which 
shall be composed of representatives of the Governments of five par- 
tic pating exporting countries wh ch shall be sele ected for A quot Aa \ ear 
by a majority of the votes held by the exporting countries and of 
representatives of the Governments of five participating importing 
countries whic h shall be selected for a quota year by a majority of the 
votes held by the importing countries. 

2) The Executive Committee shall exercise such powers and func- 
tions of the Council as are delegated to it by the Council. 

}) The Executive Director of the Council shall be ex-officio Chair- 
man of the Executive Committee but shall have no vote. The Com- 
mittee may elect a Vice-Chairman and shall establish its Rules of 
Procedure subject to the approval of the Council. 

(4) Each member of the Committee shall have one vote. In the 
Executive Committee, decisions shall be by a majority of the votes 
cast by the exporting countries and a majority of the votes cast by 
the importing countries. 

(5) Any Participating Government shall have the right of appeal 
to the Council under such conditions as may be prescribed by the 
Council, against any decision of the Executive Committee. In so 
far as the decision of the Council does not accord with the decision 
of the Executive Committee the latter shall be modified as of the date 
on which the Council makes its decision. 


CuHapTteR XIV.—FINANCE 
ARTICLE 88 


(1) Expenses of delegations to the Council and members of the 
Executive Committee shall be met by their respective Governments. 
The other expenses necessary for the administration of this Agreement, 
including remuneration which the Council pays, shall be met by annual 
contributions by the Participating Governments. The contribution 
of each Participating Government for each quota year shall be pro- 
portionate to the number of votes held by it when the budget for that 
quota year is adopted. 
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At its first session the Council shall approve its budget for the 
first quota year and assess the contributions to be paid by each Par- 
ticipating Government. 

The Council shall, each quota year, approve its budget for the 
following quota year and assess the contribution to be paid by each 
Participating Government for such quota year. 

‘ The initial contribution of any Participating Government 
acceding to this Agreement under Article 41 shall be assessed by the 
Council on the basis of the number of votes to be held by it and the 
period remaining in the current quota year, but the assessments made 
upon other Participating Governments for the current quota year 
shall not be altered. 

(5) Contributions shall become payable at the beginning of the 
quota year in respect of which the contribution is assessed and in the 
currency of the country where the seat of the Council is situated 
Any Participating Government failing to pay its contribution by the 
end of the quota year in respect of which such contribution has been 
assessed shall be suspended of its voting rights until its contribution 
is paid, but, except by Special Vote of the Council, shall not be de- 
prived of any of its other rights nor relieved of any of its obligations 
under this Agreement. 

(6) To the extent consistent with the laws of the country where the 
seat of the Council is situated, the Government of that country shall 
grant exemption from taxation on the funds of the Council and on 
remuneration paid by the Council to its employees. 

(7) The Council shall, each quota year, publish an audited state- 
ment of its receipts and expe nditures during the previous quota year. 

(8) The Council shall, prior to its dissolution, provide for the settle- 
ment of its liabilities and the disposal of its records and assets upon 
the termination of this Agreement. 


CHAPTER XV.—Co-oPERATION WITH OTHER ORGANISATIONS 
ARTICLE 39 


(1) The Council, in exercising its functions under this Agreement, 
may make arrangements for consultation and co-operation with 
appropriate organisations and institutions and may also make such 
provisions as it deems fit for representatives of those bodies to attend 
meetings of the Council. 

(2) If the Council finds that any terms of this Agreement are 
materially inconsistent with such requirements as may be laid down 
by the United Nations or through its appropriate organs and special- 
ised agencies regarding intergovernmental commodity agreements, the 
inconsistency shall be deemed to be a circumstance affecting adversely 
the operation of this Agreement and the procedure prescribed in 


Article 43 shall be applicable. 
CHAPTER XVI.—DisputTEs AND COMPLAINTS 
ARTICLE 40 


(1) Any dispute concerning the interpretation or application of this 
Agreement, which is not settled by negotiation, shall, at the request of 
any Participating Government party to the dispute, be referred to the 
Council for decision. 
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(2) In any case where a dispute has been referred to the Council 
under paragraph (1) of this Article, a majority of Participating Gov- 
ernments or Participating Governments holding not less than one-third 
of the total votes may require the Council, after full discussion, to seek 
the opinion of the advisory panel referred to in paragraph (3) of this 
Article on the issues in dispute before giving its decision. 

(3)—() Unless the Council unanimously agrees otherwise, the panel 
shall consist of 

(a) two persons, one having wide experience in matters of the 
kind in dispute and the other having legal standing and expe- 
rience, nominated by the exporting — 

(6) two such persons nominated by the importing countries; 
and 

(c) a chairman selected unanimously by the four persons nomi- 
nated under (a) and (6), or, if they fail “s agree, by the Chairman 
of the Council. 

(ii) Persons from countries whose Governments are parties to this 
Agreement, shall be eligible to serve on the advisory panel. 

(iii) Persons appointed to the advisory panel shall act in their per- 
sons * capacities and without instructions from any Government. 

The expenses of the advisory panel shall be paid by the Council. 

(: 4) The opinion of the advisory panel and the reasons therefor shall 
be submitted to the Council which, after considering all the relevant 
information, shall decide the dispute. 

(5) Any complaint that any Participating Government has failed 
to fulfil its obligations under this Agreement, shall, at the request of 
the Participating Government making the complaint, be referred to 
the Council which shall make a decision on the matter. 

(6) No Participating Government shall be found to have committed 
a breach of this Agreement except by a majority of the votes held by 
the exporting countries and a majority of the votes held by the im- 
porting countries. Any finding that a Participating Government is in 
breach of the Agreement shall specify the nature of the breach. 

(7) If the Council finds that a Participating Government has com- 
mitted a breach of this Agreement, it may by a majority of the votes 
held by the exporting countries and a nerd of the votes held by 
the importing countries suspend the Government concerned of its 
voting rights until it fulfils its obligations or expel that Government 
from this Agreement. 


Cuapter XVIIT.—Sianature, Acceptance, Entry Intro Force 
AND ACCESSION 


ARTICLE 41 


(1) This Agreement shall be open for signature from September 15 
to October 31, 1953, by the Governments represented by delegates at 
the Conference at which this Agreement was negotiated. 

(2) This Agreement shall be subject to ratification or acceptance 
by the signatory Governments in accordance with their respective 
constitutional procedures, and the instruments of ratification or 
acceptance shall be deposited with the Government of the United 
Kingdom of Great Britain and Northern Ireland. 
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(3) This Agreement shall be open for accession by any of the 
Governments referred to in paragraph (1) of this Article and accession 
shall be effected by the deposit of an instrument of accession with the 
Government of the United Kingdom of Great Britain and Northern 
Ireland. 

(4) The Council may approve accession to this Agreement by any 
Government not referred to in paragraph (1) of this Article provided 
that the conditions of such accession shall first be agreed upon with 
the Council by the Government desiring to effect it. 

(5) The effective date of a Government’s participation in this 
Agreement shall be the date on which the instrument of ratification, 
acceptance or accession is deposited with the Government of the 
United Kingdom of Great Britain and Northern Ireland. 

(6)—(i) This Agreement shall come into force on December 15, 
1953, as regards Articles 1, 2, 18 and 27—46 inclusive, and on January 
1, 1954, as regards Articles 3-17 and 19-26 inclusive, if on December 
15, 1953, instruments of ratification, acceptance or accession have 
been deposited by Governments holding 60 per cent. of the votes of 
importing countries and 75 per cent. of the votes of exporting countries 
under the distribution set out in Articles 33 and 34; provided that 
notifications to the Government of the United Kingdom of Great 
Britain and Northern Ireland by Governments which have been 
unable to ratify, accept or accede to this Agreement by December 15, 
1953, containing an undertaking to seek to obtain as rapidly as possible 
under their constitutional procedure, and during a period of four 
months from December 15, 1953, ratification, acceptance or accession, 
will be considered as equivalent to ratification, acceptance or accession. 
If, however, such a notification is not followed by the deposit of an 
instrument of ratification, acceptance or accession by May 1, 1954, 
the Government concerned shal] then no longer be regarded as an 
observer. In any event the obligations under this Agreement of 
Governments of exporting countries which have ratified, accepted or 
acceded to this Agreement by May 1, 1954, for the first quota year 
will run as from January 1, 1954. 

(ii) If at the end of the period of four months mentioned in sub- 
paragraph (i) the percentage of votes of importing countries or of 
exporting countries which have ratified, accepted or acceded to this 
Agreement is less than the percentage provided for in sub-paragraph 
(i), the Governments which have ratified, accepted or acceded to this 
Agreement may agree to put it into force among themselves. 

(iii) The Council may determine the conditions under which the 
Governments which have not ratified, accepted or acceded to this 
Agreement by December 15th, 1953, but who have made known their 
intention to obtain as rapidly as possible a decision on ratification, 
acceptance or accession may take part in the work of the Council as 
non-voting observers if they so wish. 

(7) The Government of the United Kingdom of Great Britain and 
Northern Ireland will notify all signatory Governments of each signa- 
ture, ratification, acceptance of, or accession to this Agreement, and 
shall inform all signatory Governments of any reservation or condition 
attached thereto. 
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Cuaprer XVIII.—Durattion, AMENDMENT, SUSPENSION, 
WITHDRAWAL, TERMINATION 


ARTICLE 42 


(1) The duration of this Agreement shall be five years from January 
1, 1954. The Agreement shall not be subject to denunciation. 

(2) Without prejudice to Articles 43 and 44, the Council shall 
the third year of this Agreement examine the entire working of the 
Agreement, especially in regard to quotas and prices and shall take 
into account any amendment to the Agreement which in connection 
with this examination any Participating Government may propose, 

Not less than three months before the last day of the third 
quota year of this Agreement the Council shall submit a report on 
the results of the examination referred to in paragraph (2) of this 
Article to Participating Governments. 

t) Any Participating Government may within a period of not 
more than two months after the receipt of the Council’s report re- 
ferred to in paragraph (3) of this Article withdraw from this Agree- 
ment by giving notice of withdrawal to the Government of the United 
Kingdom of Great Britain and Northern Ireland. Such withdrawal 
shall take effect on the last day of the third quota vear. 

5 i) If, after the two months referred to in paragraph (4) of 
this Article, any Government which has not withdrawn from this 
Agreement under that paragraph considers that the number of Gov- 
ernments which have withdrawn under the said paragraph, or the 
importance of those Governments for the purposes of this Agreement, 
Is such as to impair the operation of this Agreement, such Govern- 
ment may, within thirty days following the expiration of the said 
period, request the Chairman of the Council to call a special meeting 
of the Council at which the Governments party to this Agreement 
shall consider whether or not they will remain party to it. 

i) Any special meeting called pursuant to a request made under 
sub-paragraph (i) shall be held within one month of the receipt by the 
Chairman of such request and Governments represented at such meet- 
lity may withdraw from the Agreement by giving notice of withdrawal 
to the Government of the United Kingdom of Great Britain and 
Northern Ireland within thirty days from the date on which the 
meeting was held. Any such notice of withdrawal shall become 
effective thirty days from the date of its receipt by that Government. 

(iii) Governments not re presented at a special meeting held pur- 
suant to sub-paragraphs (i) and (ii) may not withdraw from this 
Agreement under the provisions of those sub-paragraphs. 


ARTICLE 43 


(1) If circumstances arise which, in the opinion of the Council, 
affect or threaten to affect adversely the operation of this Agreement, 
the Council may, by a Special Vote, recommend an amendment of 
this Agreement to the Participating Governments. 

(2) The Council shall fix the time within which each Participating 
Government shall notify the Government of the United Kingdom of 
Great Britain and Northern Ireland whether or not it accepts an 
amendment recommended under paragraph (1) of this Article. 

(3) If, within the time fixed under paragraph (2) of this Article, 
all Participating Governments accept an amendment it shall take 





INTERNATIONAL SUGAR AGREEMENT 29 


effect immediately on the receipt by the Government of the United 
Kingdom of Great Britain and Northern Ireland of the last acceptance. 

(4) If, within the time fixed under paragraph (2) of this Article, 
an amendment is not accepted by the Governments of exporting 
countries which hold 75 per cent. of the votes of the exporting countries 
and by the Governments of importing countries which hold 75 per- 
cent. of the votes of the importing countries it shall not take effect. 

(5) If, by the end of the time fixed under paragraph (2) of this 
Article, an amendment is accepted by the Governments of exporting 
countries which hold 75 per cent. of the votes of the exporting countries 
and by the Governments of importing countries which hold 75 per 
cent. of the votes of the importing countries but not by the Govern- 
ments of all the exporting countries and the Governments of all the 
importing countries 

(i) the amendment shall become effective for the Participating 
Governments which have signified their acceptance under para- 
graph (2) of this Article at the beginning of the quota year next 
following the end of the time fixed under that paragraph; 

(ii) the Council shall determine forthwith whether the amend- 
ment is of such a nature that the Participating Governments 
which do not accept it shall be suspended from this Agreement 
from the date upon which it becomes effective under sub- 
paragraph (i) and shall inform all Participating Governments 
accordingly. If the Council determines that the amendment 
is of such a nature, Participating Governments which have not 
accepted that amendment shall inform the Council by the date 
on which the amendment is to become effective under sub- 
paragraph (i) whether it is still unacceptable and those Partici- 
pating Governments which do so shall automatically be sus- 
pended from this Agreement; provided that if any such Partici- 
pating Government satisfies the Council that it has been prevented 
from accepting the amendment by the time the amendment 
becomes effective under sub-paragraph (i) by reason of consti- 
tutional difficulties beyond its control, the Council may postpone 
suspension until such difficulties have been overcome and the 
Participating Government has notified its decision to the Council. 

(6) The Council shall establish rules with respect to the reinstate- 
ment of a Participating Government suspended under paragraph 
(5) (1) of this Article and any other rules required for carrying out 
the provisions of this Article. 


ARTICLE 44 


(1) If any Participating Government considers its interests to be 
seriously prejudiced by the failure of any signatory Government to 
ratify or accept this Agreement, or |! y conditions or reservations 
attached to any signature, ratification or acceptance, it shall notify 
the Government of the United Kingdom of Great Britain and Northern 
Ireland. Immediately on the receipt of such notification, the Gov- 
ernment of the United Kingdom of Great Britain and Northern 
Ireland shall inform the Council, which shall, either at its first meeting, 
or at any subsequent meeting held not later than one month after 
receipt of the notification, consider the matter. If, after the Council 
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has considered the matter, the Participating Government still con- 
siders its interests to be seriously prejudiced, it may withdraw from 
this Agreement by giving notice of withdrawal to the Government of 
the United Kingdom of Great Britain and Northern Ireland within 
thirty days after the Council has concluded its consideration of the 
matter. 

2) If anv Participating Government demonstrates that, notwith- 
standing the provisions of this Agreement, its operation has resulted 
In an acute shortage of supplies or in prices on the free market not 
being stabilised within the range provided for in this Agreement, and 
the Council fails to take action to remedy such situation, the Govern- 
ment concerned may give notice of withdrawal from this Agreement. 

3) If, during the period of this Agreement, by action of a non- 
participating country, or by action of any participating country incon- 
sistent with this Agreement such adverse changes occur in the relation 
between supply and demand on the free market as are held by any 
Participating Government seriously to prejudice its interests such 
Participating Government may state its case to the Council. If the 
Council declares the case to be well-founded the Government con- 
cerned may give notice of withdrawal from this Agreement. 

1) If any Participating Government considers that its interests 
will be seriously prejudiced by reason of the effects of the basic export 
tonnage to be allotted to a non-participating exporting country seeking 
to accede to this Agreement pursuant to Article 41 (4) such Govern- 
ment may state its case to the Council which shall take a decision 
upon it. If the Government concerned considers that, notwithstand- 
ing the decision by the Council, its interests continue to be seriously 
prejudiced, it may give notice of withdrawal from this Agreement. 

(5) The Council shall take a decision within thirty days on any 
matters submitted to it in accordance with paragraphs (2), (3) and (4) 
of this Article; and if the Council fails to do so within that time the 
Government which has submitted the matter to the Council may give 
notice of withdrawal from this Agreement. 

(6) Any Participating Government may, if it becomes involved in 
hostilities, apply to the Council for the suspension of some or all of its 
obligations under this Agreement. If the application is denied such 
Government may give notice of withdrawal from this Agreement. 

(7) If any Participating Government avails itself of the provisions 
of Article 16 (2), so as to be released from its obligations under that 
Article, any other Participating Government may at any time during 
the ensuing three months give notice of withdrawal after explaining its 
reasons to the Council. 

(8) In addition to the situations envisaged in the preceding para- 
graphs of this Agreement, when a Participating Government demon- 
strates that circumstances beyond its control prevent it from fulfilling 
its obligations under this Agreement it may give notice of withdrawal 
from this Agreement subject to a decision of the Council that such 
withdrawal is justified. 

(9) If any Participating Government considers that a withdrawal 
from this Agreement notified in accordance with the provisions of this 
Article by any other Participating Government, in respect of either 
its metropolitan territory or all or any of the non-metropolitan terri- 
tories for whose international relations it is responsible, is of such 
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importance as to impair the operation of this Agreement, that Govern- 
ment may also give notice of withdrawal from this Agreement at any 
time during the ensuing three months. 

(10) Notice of withdrawal under this article shall be given to the 
Government of the United Kingdom of Gieat Britain and Northern 
Ireland and shall become effective thirty days from the date of its 
receipt by that Government. 


ARTICLE 4 


The Government of the United Kingdom of Great Britain and 
Northern Ireland shall promptly inform all signatory and acceding 
Governments of each notification and notice of withdrawal received 


under Articles 42, 43, 44, and 46. 
CuHaprer XIX TERRITORIAL APPLICATION 


\RTICLI 16 


1) Any Government may at the time of signature, ratification, 
acceptance of, or accession to this Agreement or at any time thereafter, 
declare by notification given to the Government of the United King- 
dom of Great Britain and Northern Ireland that the Agreement shall 
extend to all or any of the non-metropolitan territories for whose 
international relations it is responsible and the Agreement shall from 
the date of the receipt of the notification extend to all the territories 
named therein. 

2) Any Participating Government may by giving notice of with- 
drawal to the Government of the United Kingdom of Great Britain 
and Northern Ireland in accordance with the provisions for with- 
drawal in Articles 42, 43 and 44 withdraw from this Agreement sepa- 
rately in respect of all or any of the non-metropolitan territories for 
whose international relations it is responsible 

In witness whereof the undersigned, having been duly authorised 
to this effect by their respective Governments, have signed this Agree- 
ment on the dates appearing opposite their signatures. 

The texts of this Agreement in the Chinese, English, French, 
Russian and Spanish languages are all equally authentic, the originals 
being deposited with the Government of the United Kingdom of Great 
Britain and Northern Ireland, which shall transmit certified copies 
thereof to each signatory and acceding Government. 

Done at London the first day of October one thousand nine hundred 
and fifty-three. 

For Australia: 

THomas WHITE. Oct. 20, 1953. 


For Austria: 


For The Kingdom of Belgium: 
Mareauis pu Parc LOcMARIA. October 22nd, 1953. 


For Bolivia: 








o2 INTERNATIONAL SUGAR AGREEMENT 


For Brazil: 
S. pe Souza LEao GRACIE. October 30th, 1953. 


For Canada: 
For Ceylon: 
For Chile: 


For China: 
Mao-Lan TUAN. Oct. 31, 1953. 


The Government of the Republic of China, which was 
represented by the Chinese Delegation throughout the 
United Nations Sugar Conference held in London from 
July 13 to August 24, 1953 is the only legitimate Gov- 
ernment of China. The Chinese Delegation, in proceed- 
ing to sign this Agreement, declares, in the name of the 
Government of the Republic of China, that it considers 
as illegal and therefore null and void any declarations or 
reservations made by any Governments in connection with 
the Final Act of the United Nations Sugar Conference 
signed in London on August 24, 1953 or the present Agree- 
ment, which are incompatible with or derogatory to the 
legitimate position of the Government of the Republic 
of China. 

It is further recalled that during the Conference the 
Chinese Delegation, when supporting the Cuban reserva- 
tion that the balance of the Cuban 1953 sale to the United 
Kingdom should not be charged against her 1954 quota, 
did also declare that the balance of shipment contracted 
by the Republic of China with Japan for 1953 should be 
similarly treated. The balance is now estimated at 50,000 
metric tons not to be charged against the 1954 quota of 
the Republic of China. It is with this reservation that 
the Chinese Delegation signs the present Agreement. 


Mao-Lan Tuan 
For Colombia: 


For Costa Rica: 


For Cuba: 
Roperto G. pe MeEnpoza. 26 de Octubre, 1953. 


In affixing their signature to this Agreement, the 
Government of the Republic of Cuba do so subject to the 
condition that, in accordance with the understanding 
reached on the recommendation of the Steering Com- 
mittee to the United Nations International Sugar Con- 
ference on August 21, 1953, and which is contained in 
documents Conference Room Paper Ex 7 and E/CONF./ 
15SR17 it is understood that the shipment after January 
1, 1954 of the balance of the Sugar sold by Cuba to the 
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United Kingdom under the 1953 transaction covering 
1,000,000 tons, shall not be charged against the export 
quotas for 1954 established for Cuba under the provisions 
of this Agreement. 
Roserto G. pe MeEnpoza. 
26 de Octubre, 1953. 


For Czechoslovakia: 


J. 


ULLRICH 31.10.53. 
Signed with following reservations: 


In view of the fact that Czechoslovak Economy is a 
full-scale planned Economy, Article 3, relating to the 
subsidization of exports of sugar, and Articles 10 and 13 
relating to limitations of production and stocks of sugar, 
are not applicable to Czechoslovakia. 

It is understood that Czechoslovakia will supply the 
Council with relevant statistics and information required 
under Article 28, par. 4 of the Agreement which it will 
deem necessary, so as to enable the Council or the Execu- 
tive Committee to discharge their functions under this 
Agreement. 

The signing of the Agreement mentioning in Articles 14 
China (Taiwan) and 34 China in no way signifies recogni- 
tion of the Kuomintang authorities’ power over the 
territory of Taiwan neither recognition of the so-called 
“Nationalist Chinese Government” as a legal and com- 
petent Government of China. 

J. ULuricn. 


For Denmark: 
ANTHON VESTBIRK. 30th October, 1953. 


At the time of signing the present Agreement I declare 
that since the Danish Government do not recognise the 
Nationalist Chinese authorities as the competent Govern- 
ment of China they cannot regard signature of the Agree- 
ment by a Nationalist Chinese representative as a valid 
signature on behalf of China. 

ANTHON VESTBIRK. 


For the Dominican Republic: 
Luis Logrono CoHeEn. 26th October, 1953. 


For Finland: 


For France and the countries which France represents interna- 


tionally: 
R. Massicut. 26 octobre 1953. 
For the Federal Republic of Germany: 
Dr. Kart Mi.uer. 30. Okt. 1953. 


For Greece: 
J. PHRANTZES. 31 October 1953. 
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* Haiti: 
Love QO. LEGER. 29 octobre 1953. 


the Hungarian People’s Republe: 
India: 

the Republic of Indonesia 

Israel: 

Italy: 


Japan: 


MatTsuMOTO. 28th October, 1953. 


the Hashemite Kingdom of Jordan: 


Lebanon: 

Vicror Kuourt. October 31, 1953. 
\lexico: 

Francisco A. pE IcAza. 30 Octubre 1953. 


the Kingdom of the Netherlands: 


Subject to the reservation that the agreement does not 
apply to the movement of sugar between the component 
parts of the Kingdom. 


STIKKER. 30 October 1953. 
New Zealand: 


Nicaragua: 

the Kingdom of Norway: 
Pakistan: 

Peru: 


the Republic of the Philippines: 
ENRIQUE M. Garcta. 30th October, 1953. 


the Polish People’s Republic: 
EK. MILNIKIEL. 31.10.1953. 


1. The signing of this agreement, which in articles 14 
and 34 mentions China, may under no circumstances be 
regarded as a recognition of the authority of the Kuomin- 
tang over the territory of Taiwan nor of the so-called 
“Chinese nationalist government”’ as the legal and com- 
petent government of China. 

2. Considering the fact that the Polish People’s Repub- 
lic is a country of a planned economy, the provisions of the 
present Agreement concerning production, stocks and 
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subsidisation of export, especially Articles 10, 13 and 3 do 
not apply to the Polish People’s Republic. 


EK. MILNIKIEL. 


For Portugal: 


For 
For 
For 
For 
For 
For 


For 


Fon 


For 


ALBANO NOGUEIRA. 30th October, 1953. 


At the time of signing the International Sugar Agree- 
ment on behalf of the Portuguese Government I desire to 
formulate the reservation already recorded in the Minutes 
of the International Sugar Conference to the effect that 
I do so on the understanding that the Province of Mo- 
zambique (Portuguese East Africa) will continue to export 
sugar to the territories of Southern Rhodesia, Northern 
Rhodesia, and Nyasaland, and that Portugal will be 
recognised as an exporting country to which, in conse- 
quence, a basic export quota will be allotted when her 
position shall have become that of a Net Exporter. 


ALBANO NOGUEIRA. 


Saudi Arabia: 

Spain: 

Sweden: 

Switzerland: 

Syria: 

the Kingdom of Thailand: 


Turkey: 


*the Union of South Africa: 


A. 


L. GEYER, 30th October, 1953. 


the Union of Soviet Socialist Republics: 


N. 


ANDRIEN KO. 29th October 1953. 


It is understood that in view of the social-economic 
structure of the Union of Soviet Socialist Republics and 
its planned system of national economy, articles 10 and 
13, concerning restrictions of production and stocks, and 
likewise article 3, concerning subsidizing of exports of 
sugar, are inapplicable to the Union of Soviet Socialist 
Republics. [Translation.] 

The signing on behalf of the Union of Soviet Socialist 
Republics of the preceding text of the Agreement which 
mentions in article 14 China (Taiwan) and in article 34 
China, in no degree means the recognition of the authority 
of the Kuomintang over the territory of Taiwan, nor the 
recognition of the so-called “Nationalist Government of 
China” as the legal and competent Government of China. 
[‘T'ranslation.| 

N. ANDRIENKO. 
29th October, 1953 
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For the United Kingdom of Great Britain and Northern Ireland: 
H. D. Hancock. 16th October, 1953. 


At the time of signing the present Agreement I declare 
that since the Government of the United Kingdom do not 
recognise the Nationalist Chinese authorities as the 
competent Government of China they cannot regard 
signature of the Agreement by a Nationalist Chinese 
representative as a valid signature on behalf of China 

The Government of the United Kingdom interpret 
Article 38 (6) as requiring the Government of the country 
where the Council is situated to exempt from taxation 
the funds of the Council and the remuneration paid by the 
Council to those of its employees who are not nationals 
of the country where the Council is situated. 


H. D. HANCOCK. 
For the United States of America: 
Winturop W. Apricn. 23rd October, 1953. 


For the Federal People’s Republic of Yugoslavia: 
P. Tomic. 30th of October, 1953. 


Certified a true copy: 
FOREIGN OFFICE 
SEAL E. J. Passant. 
30 Nov 1953 Librarian and Keeper of the Papers for the 
Secretary of State for Foreign Affairs. 





STATEMENT BY UNITED STATES CUBAN SuGAR CouNcIL TO SENATE COMMITTEE 
ON ForEIGN RELATIONS 


RATIFICATION OF INTERNATIONAL SUGAR AGREEMENT 


The United States Cuban Sugar Council recommends that the International 
Sugar Agreement submitted to the Senate by President Eisenhower be ratified. 

The Council is made up of a group of companies owning and operating sugar 
properties in Cuba, whose stockholders are predominantly United States citizens. 
These companies account for about 40 percent of Cuba’s sugar production 

The proposed agreement, if ratified by a sufficient number of nations and 
efficiently administered, will be beneficial to the United States. It will help to 
stabilize sugar production in Cuba, the principal source of supply for United 
States consumers, at a reasonable level, and also to maintain the price of sugar 
in the world ‘‘free’’ market at a moderate level deemed fair to both producers 
and consumers. 


Will protect United States consumers 


The maintenance of a reascnable level of sugar production in Cuba is of great 
importance to United States consumers, particularly in times of emergency. 
This has been demonstrated in two world wars and the recent Korean emergency. 

During both world wars, producers in Cuba greatly expanded their output in 
response to urgent requests from the United States for additional supplies. In 
both cases, the increased production in Cuba was the prine 7 factor responsible 
for ending the shortage of sugar in the United States. The large crops of sugar 
parwody in Cuba since the end of World War II, and the prompt action of the 

Cuban Government in making sugar available to the United States in the summer 
of 1950, calmed scare buying in this country during the Korean emergency, and 
assured consumers of sufficient sugar to meet their needs. 

The expansion of production in Cuba during the period of World War II merely 
restored Cuban sugar production to Ste the level it had reached fol- 
lowing World War I. Sugar production in Cuba, because of restrictions on im- 
ports by the United States and other ancetind countries, had declined during 
the early 1930’s to a very depressed level, equal to only abcut one-half the annual 
output during 1925-29. After the outbreak of war, several years were required 
by producers in Cuba to restore production to its former level, and the reby end 
the sugar shortage in the United States. Had it been possible for producers in 
Cuba to maintain their output at the level achieved in the 1920’s, United States 
consumers would have been spared most or all of the shortage of sugar they 
experienced during World War II. 

The International Sugar Agreement assigns to Cuba an annual basie export 
quota of 2,250,000 metric tons (2,480,175 short tons) for export to the world 
‘free’ market, plus an opportunity to share in filling any deficits which may 
occur in supplies from other exporting countries. The basic quotas for Cuba 
and other exporting countries may be modified each year to per! nit some adjist- 
ment of supplies to demand within the price range ests ablished in the agreement. 
Quotas for 1954 have been reduced by 15 percent, making the quota for Cuba 
1,912,500 metric tons (2,108,149 short tons). This should permit Cuha to 
maintain sugar production above the depressed pre-World War II level, although 
somewhat below the average output from 1947 through 1952 


Stabilization of Cuba’s economy 


Stabilization of production and price of sugar sold in the world “free”? market 
is of great importance to the continued economic stability of countries such as 
Cuba, which are dependent on this market for an important part of their national 
income. The stability of Cuba is, in turn, of great importance to the United 
States due to the close ties and the large volume of trade between the two coun- 
tries, and because of the strategic position of Cuba with reference to the Gulf of 
Mexico and the Panama Canal. 

Stability in Cuba is, indeed, of importance to the entire free world. 

Cuba is primarily an agricultural country. Sugarcane occupies more than 
70 percent of its cultivated land, and sugar ordinarily accounts for about three- 
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fourths of its exports. Since World War II, approximately half of the sugar 
exported by Cuba has gone to the United States, and half to other countries; 
that is, to the world ‘‘free’’ market. \s a result of these circumstances, the 
income of the Cuban people is, to an important degree, dependent on sales of 


sugar in the world market. 


Agreement seeks to encourage increased consumption 

One of the funetions of the International Sugar Council, established under 
the agreement, is to make recommendations to participating governments ‘‘con- 
cerning Ways and means of securing appropriate expansion in the consumption 

f sugar Che International Sugar Council is authorized to undertake studies 
of various matters relevant to this problem Also, countries participating in the 
nt, in order to make sugar more freely available to their consumers, agree 
ake appropriate action to reduce disproportionate burdens on sugar, including 
arising from publie controls, monopoly, tax, and fiscal policies. 

Increased consumption, particularly in areas where per capita use is very much 
lower than in the United States, and a few other countries, would be highly 
beneficial both to consumers in areas of low consumption and to producers supply- 
ing the world market. 





Characteristics of the world market for s gar 

The need for an international sugar agreement arises, in considerable part, 
from certain characteristics of world sugar production and marketing which tend 
to produce violent fluctuations in the price and quantity of st gar which can be 
sold in the ‘‘free’’ market. 

Kixports to the ‘ree’? market constitute only a fraction of the world’s exports 
f sugar--the remainder goes to markets where it receives some measure of 
preference or protection, as is true of Cuba’s shipments to the United States. 
Moreover, most countries which import sugar from the “free’’ market obtain 
mly a portion of their supplies from this source, the remainder being either 
produced domestically, usually with the protection of a tariff or other device, or 
imported on a preferential basis from other areas. 

In the past, the quantity of sugar produced in importing areas, such as the 
United States and Western Europe, has tended to increase during periods of 
business depression when the consumption of sugar is usually low, and to decline 
in periods of war and inflation, when the demand for sugar is likely to be high. 

One result of the worldwide systems of protection and the perverse trends 
likely to oceur in the production of importing countries, is that the demand for 
sugar from the ‘free’? market is residual in nature and fluctuates much more 
violently than is true of sugar produced for sale in protected markets. 

The basic quotas assigned exporting countries for the ‘‘free’’ market by the 
new international agreement total 5,390,000 metric tons. This amounts to only 
about 17 percent of recent world sugar production, and less than one-half of total 
worldexports. Under the terms of the agreement, however, the quantity which may 
be actually exported during any vear may be adjusted, within stated limits, to 
bring it in line with demand conditions. The total for 1954 has been reduced by 
15 percent. 

The volume of exports of Cuban sugar to the ‘‘free’? market (countries other 
than the United States), which averaged only 979,000 metric tons per year during 
the depression of the 1930’s, has increased to approximately 2,860,000 tons per 
year since 1947. Although Cuba’s exports to the ‘‘free’’ market under the 
International Sugar Agreement will be smaller than needed to insure a vigorous 
and prosperous industry in that country, the agreement constitutes a step in the 
right direction, by providing protection against a catastrophe such as that of the 
early 1930's. 

The prices received for sugar for export to the ‘free’? market have varied widely 
since World War II; rising to a peak of about 7.86 cents per pound in June 1951, 
during the height of the Korean emergency, and declining to around 3.15 cents 


late in 1953. The decline would doubtless have been even greater had Cuba not 
withdrawn part of its 1952 crop from the market and restricted production in 
1953, in an effort to stabilize the market. It is not possible, however, for a single 


country such as Cuba to stabilize permanently the world market for sugar by 
unilateral action, 
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Conclusions " 


Adoption of the International Sugar Agreement by the United States would 
be beneficial to this country because: 

1. Stabilizing sugar production in Cuba at a reasonable level would protect 
United States consumers from the danger of sugar shortage in the event of another 
emergency such as oecurred during both world wars. 

2. Stabilizing Cuban sugar production and prices would help insure the eco- 
nomic stability of that country. This is of great importance to the United States. 

3. The agreement recognizes the desirability of increased sugar consumption in 
the world and provides means for encouraging this result. 

+. The need for the International Sugar Agreement arises, in part, from the 
restrictions on world trade in sugar imposed by nearly all importing countries. 
In the absence of an agreement, such restrictions tend to create economic insta- 
bility in countries dependent upon sales of sugar in the world market, thereby 
lessening their purchasing power for the commodities of all other countries, 
including the United States. 

Respectfully submitted. 

UNITED STaTEs CuBAN SuGAR CounNcIL, 
By Davin M. KersEerR, Chairman. 

Members of the council: Central Altagracia Sugar Co., Central Hormiguero 
Sugar Co., Central Violeta Sugar Co., Cuban Atlantic Sugar Co., Guantaédnamo 
Sugar Co., Manati Sugar Co., Miranda Sugar Co., Punta Alegre Sugar Corp., 
The American Sugar Refining Co., The Cuban-American Sugar Co., The Fran- 
cisco Sugar Co., The New Tuinued Sugar Co., United Fruit Co.. Vertientes- 
Camagiiey Sugar Co. 

FEBRUARY 19, 1954. 


AssSocIATION OF SuGaR Propucers or Puerto Rico, 
Washington 5, D. C., February 24, 1954. 
Hon. ALEXANDER WILEY, 
Chairman, Foreign Relations Committee, 
United States Senate, Washington 25, D. C. 

Dear SENATOR WILEY: We understand that the International Sugar Agree- 
ment will come before your committee in the near future for consideration and, 
if approved, will then be submitted to the Senate for ratification. 

This agreement provides for the stabilization of sugar marketings throughout 
the world. It also has as its purpose the creation of conditions under which world 
sugar consumption can be expanded. The stabilization of world sugar markets 
will also have a steadying effect on the United States sugar market. 

We therefore respectfully recommend that this matter be given favorable 
consideration. 

Very truly yours, 
ASSOCIATION OF SuGAR PropucERs or Puerto Rico, 
Dup ey Situ, Vice President. 
Puerto Rico Farm BurREAuv, 
MANUEL GONZALES QUINONES, Vice President. 


AMERICAN SuGArR Beet INpustry Po.ticy COMMITTEE, 
Washington Bb, @: €:, Fe bruary 18, 1954. 
Hon. ALEXANDER WILEY, 
Chairman, Senate Foreign Relations Committee. 

Dear SENATOR Wier: The American Sugar Beet Industry Policy Committee, 
representing sugar-beet growers and beet-sugar processors from all sections of the 
domestic sugar beet area, which extends from Ohio, Michigan, and Wisconsin in 
the East to California in the West, and from Kansas in the Midwest to Washing- 
ton and Oregon in the Northwest, recommends that the Senete give early and 
favorable consideration to the International Sugar Agreement, dated at London, 
October 1, 1953, which is now before it for advice and consent to ratification. 

The American Sugar Beet Industry Policy Committee believes that a reasonable 
equilibrium in the sugar industry of the world will help to stabilize and strengthen 
the world economy as well as buttress our own; that, if an important segment of 
world business, such as the segment that produces sugar, finds itself in difficulty, 
its problems are likely to precipitate a more general disturbance. 
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The sugar-producing cs.pacity of the world, as recently demonstreted, is above 
present consumption. Because there was more sugar for the world market than 
there was demand, lest veer the world price dropped below the ectusl cost of 
production of a considereble part of the suger there offered. 

The problem is not solely that of stabilizing production, but of expanding 
distribution and consumption. The policy committee believes thet suger con- 
sumption of the world can be increesed. In meny countries, including the 
United States, it is the cheapest food. It should be made available to consumers 
everywhere at reasonable prices, especially to the groups of people throughout 
the world to whom it is now a costly, almost a forbidden, luxury. 

The American Sugar Beet Industry Policy Committee has lent assistence to the 
representatives of our Government, working in cooperation with representatives 
of other countries interested in suger, in en effort to develop a world sugar agree- 
ment that would support and endorse these broad ideas, that would improve 
the prospect for every sugar producing end consuming eree, through stabilization 
of an ample world supply with an increased world demand. We believe that some 
agreement of this kind is necessary as one of the steps in order to keep all trade 
and business on a satisfactory level. 

Since the American Sugar Beet Industry Policy Committee believes that the 
International Sugar Agreement represents the most practical step possible under 
the circumstances toward the solution of current world sugar problems, it therefore 
hopes that the Senate will give this agreement its early and favorable consideration. 

Very truly yours, 
Harry Crark, Chairman. 
Ropert H. SHieEwps, Krecutive Vice Chairman. 
FRANK A. Kemp, Chairman, Executive and Legislative Committees. 


HAWAIIAN SuGAR PLANTERS’ ASSOCIATION, 
Washington, D. C., February 17, 1954. 
Hon ALEXANDER WILEY, 
Chairman, Committee on Foreign Relations, 
United States Senate, Washington, D. C. 

Dear Senator Witey: The Hawaiian Sugar Planters’ Association, repre- 
senting all of the sugar producers in the Territory of Hawaii, has authorized me 
to express to you its recommendation and hope that the Senate will give early 
and favorable consideration to the International Sugar Agreement which is now 
before it, and which has been referred to your committee. 

The members’ of the Hawaiian Sugar Planters’ Association share with other 
domestic producers the belief that a reasonable stability in the interests of )ro- 
ducers and consumers will be promoted in the so-called world market for sugar 
by the uew International Sugar Agreement. 

Our association has followed with keen interest the constructive work done by 
the United States delegation to the International Sugar Council. Several leaders 
of the domestic industry were members of that delegation. 

We hope that your committee will give favorable consideration to the Inter- 
national Sugar Agreement, dated in London, October 1, 1953, and that the Senate 
will give its advice and consent to ratification. 

Sincerely, 
HAWAIIAN SvuGaR P.uanTeRS’ ASSOCIATION, 
By Ernest W. GREENE, Vice President. 


Unirep Statep CANE SuGAR REFINERS’ ASSOCIATION, 
Washington, D. C., March 8, 1954. 
Hon, ALEXANDER WILEY, 
Chairman Senate Foreign Relations Committee, 
United States, Washington, D. C. 

Dear Senator Witey: The United States Cane Sugar Refiners’ Association, 
representing the great majority of the companies that purchase and process all 
of the raw cane sugar that is imported into this country, requests that favorable 
consideration be given by the Senate Foreign Relations Committee to the Inter- 
national Sugar Agreement that is before you now. The entire domestie sugar 
producing and refining interests are supporting the ratification of this agreement, 
and as far as we know, there will be little, if any, opposition. 

This agreement seldom would affect the supplies of sugar available for con- 
sumption in the United States since these are controlled by the Sugar Act of 1948 
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and amendments. In our estimation, it will assist in stabilizing the sugar indus- 
try of the world which is most helpful to the administration of the Sugar Act in 
the United States. This should aid in expanding world markets, in maintaining 
economic stability and progress in the sugar-exporting countries, and should 
avoid a repetition of the serious world-surplus situations that existed between 
1920 and 1930. 
We respectfully request ratification of this agreement. 
Sincerely, 
H. M. Baupriat 


AMERICAN SuGAR CaNE LEAGUE OF THE U. S. A., INé 
Vew Orleans, La., March 1, 1954. 
SENATOR ALEXANDER WILEY, 
Chairman, Senate Foreiqn Relations Committee, 
Washington, D. (¢ 


DrarR SENATOR Witey: The American Sugar Cane League, which represents 
the Louisiana sugarcane growers and processors, and the Florida sugarcane 
growers and processors, recommend that our Government ratify the International 
Sugar Agreement adopted by the United Nations Sugar Conference in London 
last vear. The agreement’s objectives are wort! 
can be attained by proper administration of the agreement 

The agreement should be especially helpful in stabilizing the economies of 
sugar-exporting countries and should aid in assuring sugar-importing countries 
ample supplies of sugar at fair prices. It is our understanding that the agreement 
would in no way change the objectives of United States sugar legislation \l- 
though the adoption of the International Sugar Agreement is not absolutely 
necessary to the maintenance of adequate supplies of sugar for United States 
consumers at fair prices the agreement could make achievement of this objective 
of the Sugar Act of 1948, as amended, easier 

We hope your committee will recommend ratification of the International 
Sugar Agreement at an early date 

With best wishes, we are 

Sineerely yours, 


1y, and we believe the objectives 





J, re Dem 
Pre S de nt 
Ww. ( KEMPER, 


Chairman, Legislative Committee 


BROOKLYN, N. Varch 15, 1954 
Hon. GEORGE D. AIKEN, 
Chairman, Senate Foreign Relations Committee, 
Senate Office Building, Washington, D. C.: 

Our company has 3 plants in the United States and 1 in Canada. We use 
quantities of sugar. This is to inform you that we are strongly opposed to the 
ratification of the International Sugar Agreement. We look to vou to vote 
against its adoption. 

DanieL D. SANFORD, 
President, National Licorice Co. 





(C‘ONGRESS OF THE UNITED STATES, 
Hovusk OF REPRESENTATIVES, 
Washington, D. C., March 17, 1954. 
Senator GreorGE D. AIKEN, 
United States Senate, 
Washington, D. C. 


My Dear SENATOR: Some of my goed friends from back home have contacted 
me concerning the proposed International Sugar Agreement which will be reviewed 
by your subcommittee of the Senate Foreign Relations Committee on March 18, 
1954. 

My friends are candy manufacturers in the Chicago area, whose business would 
be substantially affected should the proposed agreement be approved, and, after 
having carefully analyzed their opposition to this agreement, I believe that their 
position has great merit. Americans have traditionslly recognized the inherent 
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f cartels, an evil which does not ‘appear when the cartel is sponsored by 
and operated by the Government My friend f ‘el that the proposed International 
Sugar Agreement would create a gigantic international cartel, an adventure it 

ternational socialism 
This cartel cculd have no other purpose than to bring about an increase in the 
vorld price of sugar, to be followed by a further increase in the domestic price 
During 1953, as a result of the Sugar Act, sugarcane and sugar beets sold at a 
price reflecting above 90 perce! of parity This domestic price ranges from 
50 to 100 percent above the world price, a disparitv which makes it unfeasible to 
further increase the domestic price until the world price first is increased Thi 
‘h would appear to be thoroughly undesirable in the light of our 
mre econom is the primary purp ( othe proposed Intern ational Suga 
Agr ( For hese reasons I recommend to you tha the proposed Inter 
ational Sugar Agreement be disapproved by the members of vour subeommitte¢ 

\\ ( yard 

S re] rs 


Rrewarp W. Horrman, Member of Conare 


Senator ArkEN. The first witness this morning is Thorsten V. 
Kalijarvi, Acting Assistant Secretary of State for Economic Affairs. 
Mr. Kalijarvi, will vou proceed, please? 


STATEMENT OF THORSTEN V. KALIJARVI, ACTING ASSISTANT 
SECRETARY FOR ECONOMIC AFFAIRS, DEPARTMENT OF STATE, 
ACCOMPANIED BY PAUL E. CALLANAN, DEPARTMENT OF 
STATE 


Mr. Katiarvi. Mr. Chairman, members of the committee, my name 
is Thorsten V. Kalijarvi, and up to the end of the last session I was a 
staff member of this committee. I am now serving as Deputy Assist- 
ant Secretary for Economic Affairs of the Department of State. Tam 
appearing here before this committee in support of the International 
Sugar Agreement, and I am appearing in support of the policy, an 
agreement consistently in support of our —_ v, and the details and 
technical matters are to be handled by people from agriculture follow- 
ing this statement 


SUPPORT OF DEPARTMENT OF STATE 


This agreement has our support as a practical effort toward eliminat- 
ing the recurring crises which upset this worldwide industry. A 
critical surplus situation now exists which threatens the ye being 
of a number of friendly countries. The world’s capac ity to produce 
sugar has far outrun the world’s ability toconsume. T cee reement is 
necessary to remove marketing uncertainties while facilitating needed 
adjustments. 

(‘lose at home, the United States has important interests—economic, 
political, and strategic—in the world’s greatest sugar producing and 
exporting areas in the Caribbean. The security of our considerable 
trade and investment, our sources of necessary raw materials and our 
military bases in that area depend upon the maintenance of a reason- 
able degree of political stability and closely related economic well- 


being. A sharp depression of prices and mounting world sugar sur- 
pluses would cause extreme economic distress and severe political 
unrest in this area. In that event United States interests would suffer 


and both international communism and anti-American nationalism 
would stand to gain. The United States, therefore, has a significant 
stake in any international action which would help to prevent this 
eventuality. 
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BACKGROUND 


The United States was a member of the sugar agreement of 1937. 
While some provisions of that agreement were suspended at the begin- 
ning of World War I], the International Sugar Council was continued 


as a forum for the discussion of postwar problems. <A_ protocol 
extending our participation in the Council was considered favorably 
each year by the Senate Foreign Relations Committee. The last 


protocol was approved by the Senate on July 27, 1953. You will 
recall that the annual protocol recognized that a revised international 
sugar agreement was necessary and should be undertaken. The 
sugar agreement now before you is the revision contemplated by the 
protocols, and was negotiated at a world conference last summer 
attended by 50 countries. 


IMPORTANCE OF AGREEMENT 


The new sugar agreement is an attempt on the part of both import- 
ing and exporting countries to meet the realities of the postwar sugar 
situation. A surplus of approximately 2.5 million tons exists at the 
present time, and productive capacity is increasing. World prices 
receded last vear to the lowest levels since 1945 despite the fact that 
Cuba, the world’s largest producer, had restricted its crop by 28 
percent and withheld 2 million tons from the world market. The 
International Sugar Agreement would share this burden by assigning 
market quotas to the exporting countries and adjusting them period- 
ically to the needs of the market. To safeguard the interests of 
consumers, exporters are required to maintain stocks and a limit is 
placed on the extent export quotas may be reduced to accomplish the 
price objectives of the agreements 

An important consideration for the United States is the fact that 
this agreement will not change the pattern of our trade in sugar 
Imports into the United States are specifically excluded from the 
agreement. The quantity of sugar available to this market will not 
be affected. Our domestic sugar legislation will continue to regulate 
the volume and source of our imports as it does at the present time 

The Department of State, of course, has relied heavily on the views 
of the Department of Agriculture and the domestic sugar industry 
as to the importance of the agreement to American producers and 
processors. We have had several meetings with representatives of 
the sugar growers and processors. Several representatives served 
on the United States delegation to the World Sugar Conference and 
were of material assistance in the negotiations. The case for an 
international sugar agreement appears to be an exceptional one and 
to be dictated by both domestic- and foreign-policy considerations, 
and the Department has been glad to cooperate with the Department 
of Agriculture and the industry to bring it about. 

To date 5 countries have ratified the agreement and 17 others 
have notified that they intend to seek ratification. As most of the 
countries interested in the agreement were anxious that it become 
effective as of January 1, 1954, it was provided that such notifica- 
tions would be accepted in lieu of ratification for the purpose of 
putting the agreement into effect provisionally for a 4-month period. 
The United States cooperated with the others in filmg a notice that 
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ratification would be sought as rapidly as possible under our con- 
stitutional procedures. Of course, no obligations with respect te the 
agreement were assumed by the United States through this action. 

The condition of the world’s sugar industry affects the economies 
of many nations and the livelihood of many peoples. 

This agreement, while it will not solve all of the world’s suga 
problems, is a constructive step toward their solution. I Shissceeie 
believe that it would be to the advantage of the United States both 
from the standpoint of its domestic sugar interests and from the 
standpoint of its foreign relations to ratify the agreement, and it is 
out of this conviction that I respectfully recommend its favorable 
consideration by this committee. 

Senator Aiken. Thank you, Mr. Kalijarvi. Are there any ques- 
tions, Senator Mansfield, before calling Under Secretary of Agricul- 
ture Morse? 

Senator MANSFIELD. Mr. Chairman, I would like to ask a few 
questions. First, however, | want to compliment Mr. Kalijarvi for 
presenting the case very well and for doing as good a job in the State 
Department as he did up here. 

Mr. Kauisarvi. Thank you, sir. 

Senator MANSFIELD. You mentioned in your testimony that in the 
last year the world price of sugar receded to its lowest point in some 
time. 

Mr. Kauyarvi. That’s right. 

Senator MANsFinLpD. Would that be the case in this country? Has 
the price of sugar in this country receded also? That is a domestic 
question. Maybe I should ask Mr. Morse about that when he comes 
before us, so I will let that one go. 


ECONOMIC DEPENDENCE OF CUBA ON SUGAR 


Senator ArkEeN. I had intended, Senator Mansfield, to ask Mr. 
Kalijarvi to remain here until Mr. Morse testifies, and then have 
them both available for questioning. I would like to ask a question 
that I expect is very definitely in Mr. Kalijarvi’s domain. That is 
to what extent is the Cuban economy dependent on sugar? 

Mr. Kauisarvi. To a very large extent. This is the main crop 
and the main commodity produced by Cuba. 

Senator A1ikEN. Does the economy of Cuba depend so largely upon 
the sugar sales that a breakdown of the sugar market would seriously 
affect the Cuban economy? 

Mr. Katisarvi. Yes, that is presently true. You had such an 
instance in 1933 where a market collapse was definitely of political 
consequence, and you had disturbances in Cuba. 

Senator Mansrrevp. I think, Mr. Chairman, poimting up your 
question, that the Cubans also had that same trouble shortly after 
the first war. They made so much money down there during the 
war that after the war ended the price dropped and they had what 
was known as the dance of the millions. The economy of Cuba was 
just about wrecked, because they couldn’t get rid of the sugar they had. 

Senator Aiken. And the support of the State Department is based 
primarily on its interest in world stability and the economic stability 
not only of the United States but of other countries that we regard 
as friendly nations as well. 


? 
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Mr. Kauisarvi. Exactly. 

Senator ArkEN. Then we will call Mr. Morse, representing the 
United States Department of Agriculture. Will you remain, Mr. 
Kalijarvi? We may subject you both to questioning. 

All right, Mr. Morse, I believe you were the United States delegate 
and headed the United States delegation that helped renegotiate this 
International Sugar Agreement last summer. 


STATEMENT OF TRUE D. MORSE, UNDER SECRETARY OF AGRI- 
CULTURE, ACCOMPANIED BY LAWRENCE MYERS, DIRECTOR, 
SUGAR DIVISION, DEPARTMENT OF AGRICULTURE 


Mr. Morse. Yes, sir. I have for you a statement on the purpose 
and effect of the International Sugar Agreement. First, dealing with 
the nature of the world sugar problems. 


BACKGROUND OF THE AGREEMEN' 


In broad outline the new International Sugar Agreement continues 
on a postwar basis the International Sugar Agreement of 1937. That 
agreement in turn followed the Chadbourne agreement and other 
efforts which demonstrated that a program for stabilizing the world 
sugar market could be successful only if it is participated in by 
countries conducting a major part of the world sugar trade, and if it 
has the support of importers as well as exporters. 

Work on the present agreement was started at the request of Cuba 
in 1948. The work was concluded at a negotiating conference led by 
the United Nations last summer in London. A total of 50 countries, 
38 of which were represented by delegations and 12 by observers, 
participated in the London Conference. ‘To date the agreement has 
been signed or acceded to by 25 countries, of which 18 are listed as 
exporters and 7 are listed as importers. Several of the countries listed 
as exporters import sugar more or less regularly but wish to maintain 
an exporter status for dealing with occasional large crops. 


THE NEED FOR AN AGREEMENT 


The need for an international sugar agreement arises from the nature 
of world sugar production and markets. Sugar crops are intensive 
and require large investments in farm machinery and factories 
Once areas are established in production they tend to remain in it 
even though prices may fall to the level of variable direct costs 
This situation is especially pronounced in sugarcane areas where 
ratoon crops are grown and the land may be planted only once in 4 
to 8 years. Many tropical areas appear to have few, if any, adequate 
alternative crops. Sugar beets find favor in many temperate-zone 
areas because they provide an intertilled crop in the rotation and 
provide valuable byproducts for livestock feed. These intensive 
crops are also favored in some areas because they help to relieve 
unemployment problems. Since the war the shortage of exchange has 
further complicated the sugar problem by causing many nations to 
want to become self-sufficient in sugar or to procure their supplies from 
soft-currency areas. Such factors in addition to drastically low wages, 
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highly protected production, and export subsidies put heavy and 
continuing pressures on the supply side ot the world Sugal situation 

On the demand side also, the world sugar problem is complicated 
and difficult The great bulk of the sugar of the world is proc luced 
within the country where it is consumed or it is shipped into con- 
suming areas which give it a tariff preference or advantage in com- 
petition against world sugat The so-called world free market isa 


hat moves in 


term which covers only that part of the world supply i 
international trade without concessions on tariffs or similar Imposts 


and involves only around 10 or 15 percent of the total world pro- 


duetion and consumption of sugar. It is not, therefore, a geographic 
ut a term to characterize a portion of the sugar trade. In 
considerable part the world sueat probli m surises from the fact that 
| so-called free world market is so small It is the world fre 
market onto whieh surpluses are dumped in periods ol overprodue 
nand it is to the world free market supply that countries turn to 
| then creased requirements in periods of short Crops O1 enlarged 
aden tN 
RICK O} {"¢ I ND ] | | ( ON CON, UMPTI N 
1. »> a considerable extent prices 1m th » $O called free world market 
are divorced from prices received by producers and paid by con 
sumers for the great bulk of SUG al Exchange controls, Laxes, tariffs, 


quotas, Government monopolies, and many other devices are utilized 
bringing about these differentials. The result is that prices in the 
world market affect production and consumption in many parts ol 
the world only slowly and to a slight extent. For example, a survey 
showed that in 1949 sugar prices ranged from less than 5 cents per 
pound in Denmark to over 56 cents per pound in Russia. Per capita 
consumption varied greatly from country to country but in those hav- 
ing prices under 10 cents per pound the average was nearly 82 pounds 
and in countries having prices over 25 cents per pound the average 
consumption was 16 pounds. A survey made in the beginning of 
1953 for countries outside the Lron Curtain showed consumer prices 
ranging from about 415 cents a pound in Peru to over 28 cents per 
pound in Greece. In 31 countries having consumer prices under 12 
cents per pound, consumption averaged 61 pounds per capita where: 
in 23 countries having prices over 12 cents per pound per wigtia 
consumption averaged 33 pounds. 


PRODUCTION OF SUGAR 


The immediate need for a new International Sugar Agreement comes 
from the sharp postwar increase in world production. World pro- 
duction has outrun world consumption. This has confronted world 
sugar exporters, especially those in hard-currency countries, with the 
threat of ruinously low sugar prices. In some respects the develop- 
ments of the past few years have been similar to those following 
World War I but the recent ones have been more pronounced. 

During World War II production nearly ceased in the Philippines, 
Formosa, and Java, and was reduced greatly on the Continent of 
Europe. At the close of the war limited supplies had to be shared 
with the liberated peoples while the desire for relief from rationing 
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also added to the demand. This gave rise to efforts to rehabilitate 
and expand production ln most of the sucal produ — areas ol the 
world. By 1950 world production of centrifugal sugar had risen to 
more than 10 million tons above the wartime oa and to nearly 
S million tons above the prewar level. It was evident that serious 


world surpluses were in the offing 

The outbreak of fighting in Korea in the summer of 1950 gave rise 
to a world sugar-hoarding movement and an upsurge in MW ld prices 
World production shot up an additional 2 million tons th sugal 
adjustment problem was thereby postponed and made more difficult 


> = <> } ! ¢ } 4 t 1] 
By early 1953 it was evident that strong action was needed to stabil 


ize the world sugar market. Cuba, the largest exporter, impounded 
2 million tons for sale over a 5-year period and cut its crop by about 
yu percent lt Was ODVIOUS however, hat no on ( UNnLFY Co ld 


earry all the burden alone 
PROVISIONS OF TH AGREEMI 


Price stability n the world market is the immediat objective of 
the agreement The Price ranges established by Hie pal cipating 
countries is from 3.25 to 4.35 cents per pound, f. 0. b. Cub: Phe 
neTeeMmMenht provides two mechanisms for keep ry prices WI hin the 
iwreed on range First, export quotas are esti blished for the « xport 
ne countries These quotas a e to be adjusted Pp rd or downward 
to maintain a balance between supplies and marke equirements 
Second, the exporting countries agree tO Maintain sto ks of not les 
than 10 percent of the basic « xport quotas to be r leased at the dis 
cretion of the International Sugar Council to fill unantir pated inh 
creases in demand 

Sugar imports Into 
Sugar Act and therefore are not subject to the world market quotas 
provided for in the International Sugar Agreement. Moreover, ow 
domestic prices apply only to sugar sold within quotas m the United 
States and are not directly related to prices in the world market 
For these reasons the negotiators for the United States did not take 
a major part in the establishment of either the world market quotas 
or the world price range provided for under the new agreement 

The representatives of the United States took the lead in working 
for provisions which would result in a sounder world sugar economy 
We believe that several provisions of this agreement can lead to impor- 
tant long-time improvements in the world sugar economy. 


the United States are regulated by om domestic 


ANALYSIS OF PROVISIONS OF THE AGREEMENT’ 

For the past 100 years it has been recognized that sugar export 
subsidies have had detrime ntal effects and efforts have been made to 
curb their use. Article 3 of the agreement recognizes the undesirable 
effects which may result from such subsidies, incorporates a provision 
for reporting on them, and provides for discussions between govern- 
ments and the International Sugar Council if difficulties arise from 
their use. 

Paragraph 2 of article 3 refers to any subsidy 

Which operates directly or indirectly to increase exports of sugar from, or reduce 
imports of sugar into its territory 
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The United States is not normally a sugar-e xporting country and its 
sugar program does not increase its exports of sugar. Moreover, the 
long-time effect of the sugar program of the United States has been to 
increase imports. From 1933 to 1953 sugar imports of the United 
Sts ssa s rose from 2,862,000 tons to 3,800,000 tons. 

Under our Sugar Act quotas control imports and domestic market- 
ings for the purpose of supporting and stabilizing domestic sugar 
prices at levels which will not be excessive to consumers and will 
fairly and equitably maintain the welfare of the domestic sugar indus- 
try. Payments made to growers are expressly conditioned upon the 
restriction of production of sugar to the levels provided for by the 
marketing quotas for the several domestic areas. 

The Department of State agrees with the Department of Agricul- 
ture that our sugar program does not fall within the purview of 
article 3. The article is considered to be desirable in this agreement 
as it calls attention to the potential dangers of sugar subsidies which 
increase exports or decrease imports, as it provides a focal point for 
information concerning them, and as it provides a forum for dealing 
with any difficulties which might arise from them. We believe that 
the United States should support that program. 

Under article 4 of the agreement each participating government 
agrees to adopt such measures as it believes will be adequate to fulfill 
its obligations under the agreement and to insure as much progress 
as practicable within the duration of the agreement toward the solu- 
tion of the world sugar problem. Article 5 is a commitment of each 
participating government to take such action as it deems appropr iate 
to reduce disproportionate burdens on sugar with the object of making 
sugar more freely available to consumers. 

The above provisions, together with the provisions of article 26 
authorizing studies by the Council, provide the basis for an informa- 
tion program that can, over the years, be of great value in the formu- 
lation of national and international sugar policies. 


STABILIZATION OF PRICE 


The stabilization of prices should help to stabilize the economies of 
the sugar-exporting countries. It should help also to stabilize inter- 
national trade generally and make it possible to maintain en 
of labor conditions and wages in the sugar-producing area The fact 
that production conditions differ so greatly in the various ‘ite of the 
world and that wages vary so greatly makes it clear that improvement 
in wages and working conditions must be gradual. The size of this 
problem is demonstrated by the fact that daily wages for harvesting 
laborers vary from less than $1 per day in some producing areas to 
over $11 per day in Hawaii. Wage discrepancies also present difficul- 
ties in dealing with such problems as trade barriers. For example, 
Belgium, with a wage of $4 per day for workers in its beet fields and a 
sugar price of 12 cents per pound, is not prepared to open its markets 
freely to sugar produced by lower paid workers. 


VOTING PROVISIONS OF THE AGREEMENT 


Attention should also be called to the voting provisions and the 
sharing of administrative expenses, which are linked together. Under 
the new agreement, 1,000 votes are given to importing countries and 
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1,000 votes are given to exporting countries. Actions by the Council 
require at least majorities of the votes of both importing countries 
and exporting countries. Generally, importers’ votes are allotted on 
the basis of imports. However, since the United States and the 
United Kingdom are by far the largest importers of sugar their votes 
in each case were scaled down to 245 and the concurrence of small 
importers is required to make certain that the desires of small import- 
ing nations will be given weight. 

Administrative expenses of the Council are to be apportioned 
among participating countries on the basis of votes. Since the United 
States will have 12.25 percent of the total votes, it will bear that per- 
centage of the administrative costs. In recent years its contribution 
to the support of the Council has been around $7,500 annually. 
Since the Council will now become an active agency its expenditures 


will increase. As the United States contribution percentagewise will 
fall from over 20 to about 12 percent, however, it is clear that the 
dollar contributions of the United States will remain low. In addition 


to the contribution of this country to the Council as such, there will 
also be a certain amount of travel required for attendance at Council 
meetings and some staff work in preparation for such meetings. 


CURRENT STATUS 


In accordance with the provisions of article 41 (6) the United 
States had observers at the December meeting of the Council. These 
observers did not participate in the decisions or voting. Since many 
countries had not yet had time to ratify the agreement, it was put 
into operation on a provisional basis under article 41 (6) (i) until 
May 1, 1954. If by April 15, 1954, countries having not less than 60 
percent of the votes of importers and 75 percent of the votes of ex- 
porters have ratified the agreement, it will continue for the period of 5 
years subject to review of quotas at the end of 3 years. If by April 15, 
1954, the specified ratifications have not been received, the countries 
that have ratified may agree under article 42 (6) (ii) to put it into 
force among themselves. 

At the December meeting, officers were elected, committees formed, 
and some administrative actions were taken. ‘The basic export 
tonnages (quotas) assigned under article 14 total 5,390,000 metric 
tons. Although the individual country figures represent reasonably 
well the relative share of the respective countries in the world market, 
the total of the quotas exceeded the current requirements. Accord- 
ingly, the Council, at its December meeting, established export quotas 
at 15 percent less than the tonnages set forth in the agreement. It 
was the opinion of some in the sugar trade that the quotas might have 
to be cut an additional 5 percent but to date the Council has not found 
it necessary to take this additional action. 

Before closing, | want to express appreciation to the various in- 
dustry representatives who helped in the consideration of the new 
agreement. During the several years that work has been underway 
on this agreement the problem has been discussed with representatives 
of all of the major domestic sugar producing, processing, distributing, 
and consuming groups. Naturally the domestic producing groups 
have been most interested since they could not avoid injury if a major 
sugar depression should hit the world market. Each of the domestic 
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areas had representatives at one or more of the London meetings at 
which the agreement was considered. The necotiating conference 
last summer was attended by representatives of the domestic beet 
area, the mainland cane area, and Puerto Rico. 

The Department of Agriculture recommends strongly that the 


agreement be ratified. We believe that it provides a means of avoid- 
iD Y eEconomMICc disaster in the vy orld sugar exporting countries and that 
it affords a basis for fundamental improvement in the world sugar 
economy 


Mr. Chairman, Mr. Mvers, head of our Sugar Division, is here and 
will help on tecl nical questions which | may Hot be able to answer, 


DIFFERENCK BETWEEN OLD AND NEW AGREEMENTS 


Senator Arikan. Thank you for your statement, Mr. Morse. Will 
you explain briefly how this new agreement differs from the one which 
has been in effect up to this time? 

Mr. Morsn. May I ask Mr. Myers to comment on that, please? 

Mr. Myers. Senator Aiken, the new agreement differs from the old 
one in several administrative respects, and in one important economic 
respect. 

Administratively, the old agreement did not provide for equal voting 
by impr rter and exporter Dacions. The Importers had 55 percent of 
the total votes, and the exporting nations had 45 percent. In the 
present agreement, the total is 1,000 votes in each case, so that as 
groups, importers and exporters are given exactly equal weight. 

On the economic side the old agreement gave no guides to the Council 
for it to use as a basis for determining whether export quotas from the 
signatory exporting nations should be increased or decreased.  Pre- 
sumably the Council was to weigh the whole situation including prices, 
stocks and other conditions. 

The present agreement provides more definite guides. First ef all 
it provides a price range, which was established by the importing 
members and exporting members in agreement. The price range is 
from a 3¥-cent minimum to a 4.35-cent maximum f. 0. b. Cuba for 
the world market. 

As the prices approach the upper limit, it is presumed that quotas 
will be increased, but if prices exceed that maximum limit for 15 days, 
an increase in the quotas becomes mandatory. 

On the other side, if prices fall below the 34-cent minimum for 15 
davs, a decrease in the quotas becomes mandatory. 

‘There is also a subscript to that provision. Export quotas cannot 
be reduced by more than 20 percent below the tonnages established 
in the agreement. 

The Council is given authority to reconsider the price range. In 
negotiating the agreement last summer it was generally conceded that 
if a reduction of 20 percent from these established tonnages would not 
achieve the price goal, then perhaps the price coal should be adjusted 
dowuward. In each case any readjustment of the price goal requires 
decision by the importers and exporters acting together, through a 
special vote. A special vote requires at least two-thirds of the votes 
cast and a majority of the votes cast by exportmg countries and a 
majority of the votes cast by importing countries; provided that the 
importing majority shall consist of votes cast by not less than one- 
third of the importing countries present and voting. 
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The present agreement also establishes a requirement that the 
exporting nations maintain stocks equal to at least 10 percent of their 
export tonnages for disposal at direction of the council to meet an 


unanticipated increase in demand. This percentage can be increased 


by the council to 15 percent. The corresponding provision of the old 
acreement was not so exacting upon exporters and provided only for 
minimum stocks of 10 percent. On the maximum side the old agree- 


ment authorized stocks up to 25 percent and the present agreement 
authorizes stocks up to 20 percent of annual production. In both 
cases there are exceptions and provisions for authorizing larger stocks 

Senator Arken. I understand that this new agreement has been 
operating under what you might call a gentlemen’s agreement among 
the nations since the middle of December. Has any elfect in its 
operations been noted as the result of the new provisions in the 
agreement? If so, what? 

Mr. Myrrs. Last summer there was a belief in some parts of the 
sugar trade that the agreement could not be effective. At that time 
world prices fell. They reached a low point of 3.05 cents per pound 
in November. Later, as time ap sailed hed for the agreement to become 
effective, prices strengthened. They reached a peak of 3.43 cents in 
early February. Yesterday, they were 3.27. In other words, they 


are essentially at the minimum level of the agreement. 
STABILIZATION OF PRICE 


Senator ArKEN. Do you feel confident that this agreement will 
achieve its purpose of stabilizing the world’s sugar prices between 
3.25 and 4.35 cents? 

Mr. Myrrs. I would not wish to make a forecast as to the exact 
level within which the agreement could stabilize prices over a 3- o1 
5-vear period. Too much depends upon the general trend in world 
prices and demand conditions. 

I do feel this, that the agreement can prevent the bottom from 
falling out of prices and the disastrous sort of price depression that 
hit the world sugar market in the late 1920’s and early 1930's. 


EFFECT OF THE AGREEMENT ON TRADE 


Senator A1kzEN. Would the new provisions of the agreement, such 
as the frequent revision of the quotas—even as often as every 15 
days—have any material effect on the normal channels of trade 

Mr. Myxrs. No; except to the extent that it gives confidence in 
values. The sugar trade will not be carried on in the same trade 
channels by private agencies as in the past. The agreement does Say 
that the exporting countries collectively will undertake to share the 
burden of adjusting supplies to world requirements and not repeat the 
disasters of the 1920’s. 

In the twenties, as you may recall, first Cuba tried to carry the 
burden all alone. ‘That failed. Then, there was the Chadbourne 
agreement, and that failed. Then the 1937 agreement, and about the 
time that got into operation, World War I] came along and we never 
did have a full test of the 1937 agreement. 

Senator AikEN. Are we right in assuming that the United States 
sugar trade, as well as the United States sugar producers, approved 
the provisions of this new agreement? 
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Mr. Mysrs. I think they do, Senator, but I would not want to 
speak for the trade or for anyone else. I will say that starting back 
in 1949, we began to hold meetings with interested groups. Those 
meetings were attended by representatives of producers, processors, 
refiners, brokers, and consumers 

We called attention to the basic problem that seemed to be con- 
fronting sugar in the world, namely, these extremely high prices to 
whi hy secretary Morse has referred In some countries, and associated 
low per capita consumption. Consumption was 16 pounds per capita, 
in countries having prices over 25 cents per pound. Obviously, the 
desirable solution would be to get sugar into consumption, through a 


gradual reduction of trade barriers and prices to consumers in those 


DIFFERENCE BETWEEN SUGAR ACT AND AGREEMENT 


Senator AIKEN | believe there has been some legislation introduced 
in both Houses of Congress providing for greater production of sugar 
in the United States through amendment of our Sugar Act. It is 
my understanding that this increased production is to be given to the 
Cane producing areas 

Would approval of such legislation be inconsistent with the position 
which it is proposed that we assume under the new sugar agreement? 
Mr. Myers. Senator, the Domestic Sugar Act is entirely separate 


from the International Sugar Agreement. The domestic production 
and imports of the United States are not subject to the International 
Sugar Agreement. Therefore, Congress would remain free to increase 


our domestic production quotas after ratification of the agreement 
just as 1b Is now. 

Now, it is quite true that we pointed out to the other countries of 
the world that under the Sugar Act the United States has undertaken 
to check its own domestic production with the idea of importing more 
sugar and thereby strengthening the world sugar market and the sugas 
economy asa whole. There might be some conflict with that philos- 
ophy if this country were to adopt a policy of unlimited expansion of 
domestic production. The conflict, however, would be with the 
philosophy adopted by this country in the Sugar Act and merely 
urged by this country in negotiating the sugar agreement. Certainly 
the sugar agreement would not place any legal obstacle upon increases 
in domestic production quotas. Moreover, the bills to which you 
refer concern only a limited increase in one area and not unlimited 
expansion. 

Senator A1rken. If we had a great expansion in production in this 
country, would it necessitate drastic revision in the export quotas? 

Mr. Myers. Well, no, it would not touch the export quotas under 
the sugar agreement, but inevitably it would affect the world sugar 
economy, because we would take less sugar from the world supply 
than we now do. 


EXPORT QUOTA FOR EASTERN GERMANY 


Senator AIKEN. I have just two or three more questions which have 
been raised, and I think Senator Mansfield has some questions he 
would like to have answered. 
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Why is it that Eastern Germany has been assigned an export quota, 
when it is not even a signatory to this agreement? 

Mr. Myers. Senator, | am going to ask the folks from the State 
Department to see whether they ean hi Ip on this 

Basically, Eastern Germany is an exporting area for sugar; it has 
long been a major sugar-producing area 

It was assigned an export quota so that in the event the Soviet 
Union which occupies Eastern Germany, were to act for Eastern 
Germany, then the size of the export quota would be known in 
advance. In other words, that issue would be settled. Eastern 
Germany was not eligible to participate in the negotiations and repre- 
sentatives of the Soviet Union indicated they were not interested in 
voting for Eastern Germany. While East Germany is not a member 
of the agreement, obviously the agreement cannot control its exports. 
Therefore, the assignment of the quota is, under present conditions, 
somewhat academic. 

Senator AIKEN. You mean that quota was assigned to East Ger- 
many as a result of considerable optimism on somebody’s part? 

Mr. Myers. No; I don’t think it was a matter of optimism. It 
was a problem, and the whole Eastern Europe export industry was 
a problem that was confronting the western areas. 


HKXPORT QUOTAS FOR OTHER COUNTRIES 


Senator Arken. Then, why do Australia, India, Nicaragua, South 
Africa have votes as exporting countries when, so far as we know, 
there has been no export quota assigt ed to those countries? 

Mr. Myers. Thev have export quotas, sir 

Senator ArkEN. No; they are not included in the list as having 
export quotas, Mr. Myers. On page 13 of the agreement is a list of 
the nations having export quotas 

Mr. Myers. I think this is the answer for the major sugar exporters 
of the British Com nonwealth, such as Australia and South Africa. 
They are dealt with under the Commonwealth Sugar Agreement, and 
they have export quotas under the commonwealth agreement, referred 
to in article 16 of the international agreement 

Senator Aiken. Mr. Kalijarvi, will vou add to that explanation? 

Mr. Kanisarvi. Mr. Callanan, who has been working with this 
agreement in the Department of State, is here and | think he may 
have it. 

Senator ArkEN. What is your name? 

Mr. CaLnaAnan. Paul E. Callanan. Senator, under paragraph 4 
of article 14—A, you will find it is stated that Costa Rica, Ecuador, 
Nicaragua, to which no basic export tonnages have been allotted 
under this article, may each export to the free market up to 5,000 
tons raw value a vear. 

Senator AIKEN. Where would that be found? 

Mr. CaLLaNnan. In paragraph 4 of article 14—A. 

Senator ArkEN. Then, do you agree with Mr. Myers’ explanation 
as to why Australia and India have votes? 

Mr. Kauiarver. I will have to pass that question to Mr. Callanan. 

Senator ArkEN. Have you anything to add to that explanation? 

Mr. CaLLanan. Australia, as a part of the British Commonwealth, 
has a quota under article 16. Article 16 contemplates that the exports 
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of Australia and the Union of South Africa will go to Commonwealth 
importing countries 

Senator A1ikEN. Senator Mansfield? 

Senator Mansrietp. Mr. Chairman, [ think that we ought to 
get a detailed answer to that last question you raised so we will have 
it clearly in our minds. I had a little difficulty in following it, and 
I would like to suggest that that request be made. 

Senator ArkEN. Also it would appear to one who had not been in 
the midst of writing this agreement that Colombia, Costa Rica, 
and Ecuador have export quotas but have no votes as exporting coun- 
tries. That has been, I would say, partly explained. 

Mr. Katiarvi. Mr. Chairman, may we submit a statement on 
this? 

Senator A1kEN. It appears that Australia, India, Nicaragua, and 
South Africa have votes but no export quotas. 

Senator MANsFIELD. That was partly explained, but there are 
several questions which do not tie in with their Commonwealth 
status. I think the best thing would be to send down a formal 
request—putting these questions in writing and getting the answers 
in writing—and incorporate the report in the record. 

Mr. CaLLaAnan. We would be happy to do that, Senator. 

(Nore.—See appendix.) 


PRODUCTION AND PRICE OF SUGAR 


Senator Mansrretp. Mr. Myers, how long have you been in your 
present position? 

Mr. Myers. Since 1946. , 

Senator MANSFIELD. Have you been working on sugar matters 
entirelv as they relate to the foreign field? 

Mr. Myers. Primarily domestic matters. I have been in the 
Department since July 1, 1927. 

Senator MANsrFieLp. I mean this particular matter—the sugar 
agreements with foreign countries? 

Mr. Myers. No; Iam Director of the Sugar Division at the present 
time, and the Sugar Division has done most of the work in the Depart- 
ment of Agriculture. 

Senator MANSFIELD. How much of our sugar needs do we produce 
in our own country? 

Mr. Myers. Approximately 55 percent. The other 45 percent we 
import. 

Senator MAansrretp. What area produces the most sugar? 

Mr. Myers. Cuba is the largest foreign supplier, and the Philip- 
pines are the second largest. Then, the full duty countries supply 
smaller amounts. 

Senator MAnsrie_p. And when we refer to the domestic supply of 
sugar, we include Puerto Rica and Hawaii? 

Mr. Myers. Yes. Also the Virgin Islands. 

Senator MANsFIELD. It was mentioned earlier that the world price 
of sugar had declined to its lowest point in some time during the past 
year, and I think the latest figure you gave, based on yesterday’s 
market, would indicate that the decline is still in operation. What 
has happened to the price of sugar in this country during the past year? 
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Mr. Myers. The price of sugar in this country has been relatively 
stable since the war. I have a chart on that, Senator Mansfield. 

Senator Mansrire_p. Will you furnish that for the record. 

Mr. Myers. I will be delighted to do so. Let me say this, that the 
price of sugar last summer, the price of refined cane sugar, rose to 
$8.85 for 100 pounds. That is the highest, by 5 cents, in quite a 
number of years. The price at the close of price controls in 1947 was 
$8.40 per 100 pounds. 

Senator MAnsFieLp. That is refined sugar? 

Mr. Myers. Yes; refined sugar. 

Senator MANSFIELD. What was the price in both instances in the 
marketplace where people buy sugar? 

Mr. Myers. You mean the retail price? 

Senator MANSFIELD. Yes. 

Mr. Myers. The latest retail price was 10.52 cents per pound. 

Senator MANsFIeLp. In other words, about 2 cents more than the 
price at the sugar refinery? 

Mr. Myers. Yes, nearly that. 

Senator MANnsFigeLD. That is the present price. 

Mr. Myers. That was the January 1954 price. 

Senator MANSFIELD. What was the price a year ago? 

Mr. Myers. I don’t happen to have the price a year ago. But it 
would be a little bit less than that. Freight rates and distribution 
costs and a number of other things have been going up, and the margin 
has been gradually increasing. 

Senator MANSFIELD. You can furnish it for the record, though, 
can’t you? 

Mr. Myers. Yes, very easily. 

(Nore.—See appendix.) 


SUGAR-PRODUCING COUNTRIES 


Senator MansFieLp. Which of the countries in this agreement is 
the greatest sugar-producing country? 

Mr. Myers. The greatest producing country is Cuba. 

Senator Mansrieup. Before the Second World War, what country 
was the greatest producer of sugar, either beet or cane? 

Mr. Myers. I believe it was India, sir; 1 am not positive on that, 
but I think that is correct. 

Senator MansFieLp. Will you check up on that, too? 

It was my impression that it was Germany and it was based entirely 
on beet-sugar production. 

Mr. Myers. No, I am sure it was not Germany, because Germany 
used to produce around 2 million tons of sugar. The United States 
is a larger producer than Germany. 

Senator MANsFIELD. Of beet sugar? 

Mr. Myers. No, of total sugar. 


RELATIONSHIP OF AGREEMENT TO A CARTEL 


Senator Mansrie.tp. Will you put that figure in the record? 

(Notre.—See p. 61.) 

What is the need, in effect, of the creation or continuation of a cartel 
among the sugar-producing nations of the world by means of which 
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prices will be regulated and supplied, and to a certain degree con- 
trolled? 

Mr. Myers. Senator, I don’t know how you use the word ‘‘cartel.”’ 

Senator MANsrigLp. A cartel is a combination set to fix prices and 
to insure the distribution of a certain product. 

Mr. Myers. A cartel, as | understand it, sir, has usually been a 
combination of selling firms. This agreement is not an agreement of 
producers 01 selling firms, or the trade. It is a government agree- 
ment 

Senator Mansrietp. That is correct. 

Mr. Myers. And therefore I do not feel that an agreement between 
governments is in the same status, especially not an agreement in 
which importing governments have an equal vote with exporting 
governments. Ido not feel that is in the same status with the thing 
we used to call a cartel, which was a combination of giant indus- 
trialists, particularly the combinations in Germany. ‘The Interna- 
tional Sugar Agreement does not have the industrial pooling aspect 
that | understand to be a part, an inherent part, of a cartel 

Senator MAnsrieLp. Would you say this is not a pooling together 
of the sugar-exporting countries of the world? 

Mir. Myers. Oh, of the nations, yes. It is an agreement of the 
nations, the importing and exporting nations, deciding together 
whether they want to face a repetition, which seems to be in the 
making, of the sort of depression that destroved so much of the 
world sugar economy a quarter of a century ago. 

Senator Mansrre_p. No one is arguing with that, Mr. Myers, but 
I am just trying to make a point that what you have on a national 
scale is a cartelization, so to speak, of the sugar industry, even though 
the importing countries are included and have votes. You do have 
price fixing based on consumption. 

Mr. Morse. On the maximum and minimum range. 

Mr. Myers. The establishment of a price range. 

Senator Mansrieip. If the price goes up, the restrictions on the 
amount of sugar sent into the world market or among the agreeing 
countries is raised. If the price goes down, the amount of sugar is 
restricted. 

I just want that for the record because I have nothing against 
cartels. I think many times they are useful and necessary, and 
probably so in a case of this kind. We will find out as we go into the 
procedures. This agreement in no way conflicts with the domestic 
sugar act. 

Mr. Myers. That’s right, it does not touch it except for one very, 
very minor point that is almost too small to spend time on. 

If some exporting countries do not become members of the agree- 
ment, then signatory importers agree that they will not import from 
such countries collectively more sugar than they imported from them 
in either the years 1951, 1952, or 1953. 

That provision is an effort to prevent countries from staying on 
the outside and destroying the agreement, as happened, of course, 
under the Chadbourne plan. However, that would not in anyway 
affect that total quantity of our sugar imports or in any significant 
way affect individual country quotas. 

Senator Mansrmretp. And in effect it keeps our domestic sugar 
act as 16 1s 

Mr. Myers. Completely so. 
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STATEMENT FROM SENATOR WALTEI F. GEORGE, A SENATOR FROM 
GEORGIA 


Senator Mansrietp. I have no further questions. T have a stat: 
ment here from Senator George which I will read. if I may. and | 
am quoting now: 

‘The three stated objectives of the Inte Sucar Acreement are 
and discussed briefly bh W 

] ‘To insure supplies of sugar portir ( I rie and arket for sugar 


to exporting countries at equitabie and stable 


3 lo maintain the purchasing power in wor irket f countric ur 
dependent ipon the product ) or export 
Rot} if he yahove ol eS al ed ‘ . , 
1imed is fron 25 £35 ¢ Ss per ] 1 
11 U nite States is ul ort ( 4 { s 
lis direct econonuec interest Is in the lowest | bole ar prices compa 
the availability of adequate | 
The present world price of sugar is 3.30. right at nl 1 ft the ra 


objective 
lhus, if the agreement is to have any effect whatever on pric¢ t rin 


Mr. Mors Senator, I think the answer to that, and I will ask 
Mr Myers to correct me if I am wrong, is to Say that our sugar act 
was exempted throughout these discussions, and it was understood 
that the operation of our United States sugar act would not be 
affected by these price operations. 

Senator MANSFIELD. Continuing Senator George’s statement 

By reason of domestic controls, including iotas, and processing tay 1 
prices are already more than 38 cents higher than world price ir 
It is almost triple, isn’t it—10 something? 

Mr. Myers. No, the statement refers to raw sugar. 

Senator MANSFIELD. Well, raw sugar is more than double, because 
you said it was 

Mr. Myrnrs. The price of raw sugar landed, duty paid, in New 
York was 6.15 cents at the close of busin SS yi St¢ raay against a world 
price of 3.27 cents f. o. b. Cuba. 


EFFECT OF WORLD PRICE ON DOMESTIC PRICE 


Senator MANSFIELD. (reading): 


This increased price now costs the United States consumer nearly $500 million 
a vear. If domestie prices increase further because the ternational agree t 
raises world prices, the already overburdened America tizens will have to pay 


through the nose agair 

Will the United States Department of Agriculture commit itself to so regulate 
domestic controls that any increase in world prices W not be reflect ! 
price 3? 

Mr. Morse. It is our conception that the fluctuation within this 
price range and with the United States Sugar Act excepted, that the 
operation of our Sugar Act would not be affected. 

Mr. Myers. Moreover, price range under the International Sugar 
Agreement is below our domestic price at the present time. 

Senator MANsFiELD. That is true. However, isn’t it also true 
that it is dependent upon consumption or lack of consumption in the 
world market, or lack of exports of sugar? 
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Mr. Myers. To an extent, but the upper range of world prices is 
also below parity with our domestic price. Therefore if the world 
price were to go as high as it could under the sugar agreement and 
bring forth mat datory increases 1n quotas, you would still not increase 
the domestic price. I think, Senator Mansfield, that in all fairness 
there should be a little bit of attention given to our administration of 
the Sugar Act, because that 1s what we are talking about. 

| think in fairness that in raising these questions, it might be 
observed that in 1950 and in 1951 when fighting broke out in Korea, 
there was a tremendous hoarding movement. It occurred not only 
in this country but abroad. The world price rose to a peak in June 
1951 of 8.05 cents per pounds, and the peak as I recall it that we ever 
let domestic sugar vo at that time was 5.80. 

Senator MANSFIELD. That’s right. 

Mr. Myers. In other words, we succeeded in the administration of 
the sugar act in keeping domestic prices under parity with world 
prices by the amount of $2.25 per hundred pounds. I don’t think 
that record is consistent with the implication that in the International 
Sugar Agreement there is an effort to raise world prices to inflationary 
levels, and ther bring’ domestic prices back up { them. 

Senator MANSFIELD. Just to refresh my memory, how high can 
world prices go on the basis we are now considering? 

Mr. Myrrs. 4.35 cents per pound is the maximum of the range 
established under the present agreement. 

Senator Mansrieip. And if the price should go above that figure, 
the aereement becomes null and void? 

Mr. Myers. No. If they go above that figure, more sugar must 
be dumped on to the world market. 

Senator MansFre.p. Well, that is what I said earlier. This agree- 
ment is tied to the fact that as the need for sugar increases or as mar- 
kets are found for the exportation of sugar, the price can be raised 
accordingly. However you state that in this agreement the maximum 
figure is 4.35 and if that figure is exceeded, more sugar must be dumped 
on the world market. 

Would that in any way affect our sugar economy here at home by 
raisine the price? You don’t have controls any more. 

Mr. Myers. Well, we didn’t use controls in 1951 either 

Senator MANsFreLp. I thought we had controls after the Korean 
war 
Mr. Myers. No, I am sorry, we did not in the case of sugar. We 
kept domestic sugar under the level at which controls could legally be 
established under the Price Control Act, and for that reason the 
Administrator of the Office of Price Stabilization excepted sugar. 
He agreed with us that we were doing a better job in keeping down 
prices than he was legally able to do. 

Senator MANSFIELD. | wonder if he is capable under a price control 
minimum of doing a good job? 

Mr. Myers. We will be glad to submit the statement of the Di- 
rector of the Office of Price Stabilization, if you desire. 


(Norr.—See appendix.) 
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BENEFICIAL ASPECTS OF THE AGREEMENT 
Senator Aiken. Well, isn’t the principal objective of the sugar 


agreement to encourage greater consumption of sugar at reasonable 


prices? It is not to encourage the n akin r of excess profits by any 
one nation, 1s it? 

Mr. Myers. That is exactly correct, Senator. There is an effort 
to get the sugar eaten up. 

Now, unfortunately with these tremendous swings that we have 
had in our sugar economy, and perhaps for other reasons, protective 
devices have been developed and taxing mechanisms added on sugar 
with the result in many countries, of extremely high prices and ex- 
tremely low consumption. 

On the other side, some producing countries pay wages of less than 
$1 a dav compared with our own area of Hawaii of over $11 a day for 
fieldworkers. ‘There are all gradations in between. he people with 
high wage areas are fearful of throwing away all protection and letting 


supplic s hit them from these low-wage areas. 
PRICE OF SUGAR WITHOUT AGREEMENT 


Senator ArkEN. Would you venture a guess as to what the price of 
sugar would be in the United States today if there were no world 
sugar acreement? 

Mr. Myers. It wouldn’t be affected in the slightest, today, or so 
long as the world price remains at approximately its present level. 

However, if the agreement should fail and there were a repetition 
of the pl vious developments with disastrously low prices 1n the 
world market, I do not think that the Sugar Act could over the long 
run protect our domestic industry from the adverse effects. It would 
be impossible to anticipate fully what the short-time domestic effects 
might be if world prices should fall to a point that would bring a 
repetition of revolutions and possible strikes and other developments 
that would interrupt the movement of sugar. 

World prices in the early thirties got down as low as one-half cent 
a pound. ‘That is approximately the shipping cost from Cuba to the 
United States. 

Senator MANSFIELD. Do you think there would be no agreement 
should we fail to ratify this one? 

Mr. Myrrs. It is very hard to say, Senator. There are a number 
of countries around the world that give serious weight to our attitude. 
Their actions might very well be influenced by what we do. 

Mr. Morse. Mr. Chairman, may I observe that Congress several 
times expressed itself that it is a good thing to stabilize the sugar 
economy of the United States. 

Here we are participating in such an effort in behalf of the world. 
If it appears to be a good program in behalf of our domestic economy, 
with the interest we have in the world economy, it would seem to be 
consistent to participate with other nations in a worldwide program. 

I was impressed with the fact, in London, that with our Sugar Act 
exempted, the delegates were wondering why we were showing such 
interest in this International Sugar Agreement. It gave us a unique 
position in that we had our own Sugar Act which was being exempted, 
but in the interests of world stability and in the interests of countries 








60 INTERNATIONAL SUGAR AGREEMENT 


that are so affected by the sugar economy, that we were participating 
and hopin ‘to help the 50 countries in an effort to accomplish a pro 
eram. We were helping them try to improve their situations, both 
importing and exporting countries 


INCI SED CONSUMPTION 


Senator MANsrretp. Mr. Chairman, may I continue? 

Senator AIKEN. Senator Mansfield. . 

Senator MANSFIELD. Senator George has discussed in his memo- 
randum 2 of the 3 stated objectives of the International Sugar Act 
Numbers 1 and 3 have already been brought to your attention. 


2 ‘To increase the consumption of iar throughou he world,” 


Senator George speaking: 


To that end, the agreement advocates a general reduction in world trace barriers 


ol igar in order to increase consumption. This is in aceord with the adminis- 
tratio basic domestic farm p liey 

The United States has imposed multiple trade barriers on suga through a rigid 
q i ( . tariff, and a processing tax. They h e resulted in an increased 
price of more than 3 cents a pound, or nearly $500 million a year 

Chis in turn has diminished our use of sugar. As long ago as 1926 our per-capita 
consumption of sugar was 110 pounds a vear. Now it is only 96 

If we ratify the international agreement will we follow through domestically 
on its commitments by removing, or at least temperit the great barriers we 
have raised against the free movement and use of sugar? Will the Congress relax 
or remove quotas, eliminate the tariff, and remove the processing tax, so that 
consumption ca increase in accordance with tl objective of the agreement? 
If it does not intend to do so, should we ratify the agreement? 


That is the end of the memorandum by Senator George. 

Mr. Morss. Senator, I think one response to that might be that 
we are among those countries where consumers get relatively low-cost 
sugar. The range was expressed in my opening statement. The 
concern in the International Conference was that in countries where 
consumers are paying 20 to 30 cents or more per pound for sugar, that 
efforts be made to get sugar to consumers at a lower cost. Our 
domestic price is within the lower part of the price range as between 
countries. There was not the same concern expressed in regard to 
countries with the lowest consumer sugar prices 

Senator A1ikEN. Well, it doesn’t seem to me that any reduction 
per capita consumption can be paid at the door of the International 
Sugar Agreement. We have had a very sharp reduction in the con- 
sumption of fats in this country. That certainly isn’t due to any 
international agreement or lack of supply. 

[t is due to the fact that people won’t eat certain types of food that 
they formerly consumed in great quantities, and I would think the 
same argument would apply to sugar. 

If people don’t want to get fat, they don’t want to eat the same 
quantities they ate before. If they do work with a machine instead 
of manual labor, they don’t require as much fat for energy. 


EFFORT TO STABILIZE PRICES 
Isn’t it true, Mr. Morse, that the sugar producer in this country 


gets better remuneration than the producers in most countries? 
Mr. Morse. In this country? 
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Senator AikEN. Even without the processing tax added. Isn’t it 


true, also, that the American consumer buys sugar at a lower cost 
than the consumers of most of the countries of the world, with a few 
exceptions? 

Mr. \Morst . It is saie to say th it so far as produce S and consumers 
are concerned in the United States, that they are being served more 
constructively than in practically any country in the world. The 
world is looking in this direction hoping in this worldwide effort that 
they might approach similar stability. 


It is going to be difficult. We should not minimize the difficulty, 


and that was squarely faced in this International Conference. The 


participating countries want to try, and they would like our encourage- 
ment. “That is the greatest contribution that we have to make if 
this agreement is ratified—to Say that we are encouraging this inter- 
national effort. 

Senator A1rken. There are countries where consumption of both 
fats and sugar could be increased to good advantage to both the 
health and the economy of the country 

Mr. Morse. Oh, very distinctly. When there are countries con- 
suming 16 pounds of sugar per capita against an 82-pound average in 
the countries having low prices, it shows 

Senator ArkEN. You don’t know of any way to make people eat 
sugar and butter if they con’t want to, do you? 

Mr. Morse. No, sir; but if you will give them a cheaper price, I 
think that will increase the consumption of both 

Senator AIKEN Mavbe we are just di loping reater resist 


é 
Anv other questions of these witnesses, Senator Mansfield? IJ 


rice 
hot 
Wi will CO ON. 


PRODUCTION O}] ST A | 


Mr. Myers. Mr. Chairman, a few moments ago Senator Mansfield 


asked me about prewar p oduction and | was not able to iy him 


the ficures | the Lime | have them how 

If we take the period 1935-39, India produced 1,300,000 tons of 
centrifugal sugar, and three million thirty of noneentrifugal making a 
total of 4,330,000 tons Therefore, India was the largest prodt cel 

Senator MANSFIELD. What is the German figure? 

Mr. Myers. | will go down the line. ‘The United States was second 
including bect, mainland, cane, Hawaii, Puerto Rieo, and Virein 
Islands with 3,952,000, Cuba was third with 3,184,000, Germany, 
Eastern and Western Zone combined, 1,620,000 tons, so that it would 
be quite a long way down the line. 

Senator Arken. Mr. Morse. 

Mr. Morse. Mr. Chairman, before we went to this Internationa 
Conference, we invited suggestions. We had prepared statements 
submitted to us from the trade as well as from producers and pro 


essors. Since the negotiations were completed, we have been in- 
viting sugeestions. 

We have made note of criticisms that have been raised. I asked 
our Sugar Division, in preparation for this hearing to state our position, 
to examine the questions that have been raised. Thev have set them 


forth in less than five pages here, questions and our views on the 
questions. If you would like the statement to go into the record, 
1 think it might be helpful. e 
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Senator Aiken. I think it would be helpful. Without objection, 
the questions and answers which Mr. Morse has submitted will be 
made a part of the record 

The document above refe rred to follows: ) 


(CRITICISM OF THI INTERNATIONAI SuGAR AGREEMENT 








I’rom time to time during the past vear criticism has been voiced against the 
pro} d International Sugar Agreement Naturally, we always welcome 
CI especially it is well fo led. It may be worth while to report the 
p criticism to the committee and to comment upon them briefly 

| l} agreement has been criticized because of ‘‘the absence of guaranties that 

international proposal wo ld not raise the domestic price ol sugar to a 
higher world price.” 

- pol I riticism has three defect 

It fails to observe that the international agreement does not apply to 
United States import herefore this country is free to maintain supplies and 
I es at Vv i els it desire in contormity with the prin ipl laid down by Con- 
ore i he Sugar Act 


h The critici : fails to observe that the world price established in the agree- 





iat the price objective of the agree- 
ld prices and not to achieve high 








1zreements in general It is our 
t sho nd or fall on its own merits We do not 
mi ified in connection with proposed agre 
rie ] { r field ih rrec ent which i nder consideration dor 
contorm to h ft ente i S m 
5 It nas Hbeen state lt at the Committee on Foreign leonomic Policy it a 
I t report t Pre 1 Ok rthe lim \ f United St participa 
tio ternat ial agre to ! Int t flow of co I ithe in world 
tra 
It t mil t| Commi ns repo! hey con tio 
Or pa 9 in ctlo leal J ith Inst il of Ra Material P1 S, tne 
Ci ) i >) 
ry} (Comm yn doe I heli it ext ive rr rt to commodity acree- 
me! will solve the problem of price instability; and it believes that such agree 
m introduce rigidities and restraints that impair the elasticity of economic 
’ nent d tl freedom of individual initiative, which are fundamental to 
econom Dr ress, Moreover, the types of int rovernmental commodity agree- 
ments t] far tried or proposed for the purpose of stabilizing prices involve com 
mit nts whi could lead, if extensively employed, to very great outlays of 


United States Government funds in certain contingencies, of indeterminable 
amounts.’ 

The reference to commitments which could lead to great outlays of United 
States Government funds makes it clear that the Commission was not there 
referring to the International Sugar Agreement, which involves no such commit- 
ment Moreover, on page 36 the Commission recommends in favor of ‘‘continued 
consultation and cooperation \ ith other nations to improve knowledge of world 
supply and demand for materials and foodstuffs, and to explore possible means of 
lessening instability.’”’ That is one of the major purposes of the proposed sugar 
agreement 

Again in its report on page 32 in a section titled Steps Toward Reconciliation of 
Farm and Trade Policies, the Commission states “the Commission recommends 
that during the life of the 1953 International Wheat Agreement its operation be 
kept under critical review, that efforts be made to make the organization contrib- 
ute its maximum to solving pressing problems, and that its termination in 1956 be 
given consideration.’ In the same section the Commission recognized the value 
of a body for international consultations on current wheat problems and called 
attention to the difficulties of international trade restrictions. The major concern 
of the United States in connection with the International Sugar Agreement has 
been to establish an international agency that will increase information on supply, 
demand, and trade conditions in sugar and that through a gradual modification of 
world trade barriers may bring about an increase in world consumption of sugar. 
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Therefore, it is quite evident that the economic arguments made in the Com- 
mission’s report in connection with agriculture and with commodity agreements 
generally are arguments which, if applied to this situation, would be in support of 
the long-time purposes of 
conflict with them 

t. It is claimed that “the sugar agreement would grant to the International 


the International Sugar Agreement rather than in 


Sugar Council legislative powers vested in Congress |} the Constitution of the 
United States.’”’ 

Obviously, this charge is not correct As pointed out previouslv United States 
imports are not even included within the world market quotas } ided for in the 
agreement. 

5. It has been contended that ‘‘the agreement subjects domestic affairs to 


foreign control He 
Again, the quotas established under the International Sugar Agreement do not 
appl to imports of the United Stat 


6. It has been said that ‘‘the International Sugar Agreement creates an inter 
national cartel.” 

Terms like “‘eartel ' are fre yuenti used in such a lo eC W&a\ that tl ey } ive 
little or no s} ific meaning Obviously, the ter: cartel’ cannot be applied 
to the sugar agreement in the customary s«¢ of a combination or a pooling 
arrangement of firms of seilers Since sugar is produced in approximately 100 
different countries or producing areas and is sold by thousands of competi 
firms, it is obvious that it would not be easy to establish an international sugar 
cartel in the sense that that term is customaril used In this connection it 
must also be observed that members of the ’ reement include imperte 
as vell as experters ar i that each group of 10 is the sat 1 ly nt of 
votes 

7. The criticism is made that ‘‘the International Sugar Agreement re lates 
production and distribution of sugar throughout the world.” 

This is only partially so. It does not, for example, regulate the quantity of 
sugar produced or distributed in the United States li regulates trade to tl 


extent that it imposes export quotas upon signatory exporting nations and to the 
extent that it requires those nations to reserve stocks for meeting unanticipated 


increases in world demand It alsc would require an enlargement of « port 
quotas if prices rise above the agreed upon rang 1 a reduction in such quotas 
if prices fall below that range. Production would be affected only in the exportir 
countries and then onlv in the event stocks beeame excessively hig Alt 
the agreement would affect international trade to the extent believed necessary 
to carry out its objectives, the regulation i ‘t as broad and complete as the 
criticism implies 

8. It has been stated that some will oppose the International Sugar Agreement 
‘until and unless the Sugar Act of 1948 is amended to insure adequate supplies 


for domestic consumption at a fair price and until Department of Agriculture 
policies meet that objective.” 
Obviously this country’s international policies and programs cannot be designed 





for the purpose of controlling the admit istration of domestic legislatio Neither 
can our Government refuse to participate in international affairs until every 
domestic group is satisfied with all aspects of cur domestic legislation Our 


domestic Sugar Act and the International Sugar Agreement are entirely separate 
matters. They should remsin so 

Senator Aiken. Thank you, gentlemen, 

The next witness is Mr. Gordon Pickett Peyton, representing the 
Industrial Sugar Users Group. 


STATEMENT OF GORDON PICKETT PEYTON, REPRESENTING THE 
INDUSTRIAL SUGAR USERS GROUP 


Mr. Peyton. Senator, I am here for and on behalf of the Industrial 
Sugar Users Group, which includes the American Bakers Association, 
the American Bottlers of Carbonated Beverages, the Associated 
Retail Bakers of America, the Associated Retail Confectioners of the 
United States, the Association of Cocoa & Chocolate Manufacturers 
of the United States, the International Association of Ice Cream 
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Manufacturers, the National Association of Chewing Gum Manu- 
facturers, the National Association of Frozen Food Packers, the 
Natio val Confection rs’ Association of the { nited states, Ine., the 
National Fruit & Syrup Manufacturers Association, the National 
Manufacturers of Soda Water Flavors, and the National Preservers’ 


A ¢ , 
ALSSOCLULLOL, Ine 


hese associations represent industries using some 90 percent of 
th war Use d industri wily in the | nited States. Roughly 50 percent 
of total domestic sugar use is industri ‘| use: the remainder, home use. 
[he associations here represented have pres nted their views jointly 


their common interest before the Department of Acriculture and 
with the Sugar Act of 1948. We believe 


this act has not alway been administered with due regard for the 





the Congress mm connection 


consumme PuUuvIle 


ASONS FOR OPPOSITION 


° . 1 1 
In. considern the ratification of a treaty of such broad import as 
this International Sugar Agreement, its proponents have a serious 


obligation to present to vou grave and Ln pe lling reasons for 1ts adop- 


tion. This is true not only becaus of the fact that approval of such 
n agreement sanctions an mtermatl nal cartel but also because its 
approval mav not be in the best mterest of the American consumer. 


It has been the consistent position of our group, ever since proposals 
for the original Sugar Act ol 1948 were presented to Congress, that 
the legislation should include a provision prohibiting thi secretary 
of Agriculture from setting sugar quotas below anticipated domestic 


requirements. This was never done, and the present Sugar Act con- 
tains no such protection for consumers Thus the Secretary 1s able 
to use the act as a forceful lever to increase sugar prices to users It 


was because of this deficiency in the act that we expressed our firm 
opinion to the Secretary and Under Secretary of Agriculture, prior 
to final negotiation of this agreement, that we believed consideration 
of its adoption to be premature. 

Admittedly, we are not fully informed as to all background phases 
which came out in negotiating this agreement. We were not called 
LO! consultation in those negotiations. It appears to us, however, 
that an agreement which establishes a price floor may be creating a 
dangerous pattern. Such a floor may serve only as a springboard to 
hicher sugar prices, thereby placing a heavier burden on the consum- 
ing public without any corresponding benefit. If our price fears are 
justified, and we think they are, we certainly cannot favor ratification 
of this agreement 

It is my understanding that one or more of the associations sub- 
scribing to this statement will make an individual presentation to 
this committee. 

PRICE OF SUGAR 


Senator ArkeN. Thank you, Mr. Peyton. Do you believe that if 
this international agreement 1s not ratified, that the price of sugar 
will drop in the United States* 

Mr. Peyron. Yes 

Senator AIKEN. How much? 

Mr. Pevron. Well, I am no prophesier of markets, Senator, but 
certainly —well, let’s look at it this way. 
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If you start with 3.25 instead of zero, you have 3% as a base, so it 
would be easier for the price to rise above 34% than it would for it to 
rise to that amount if zero were the base. 

Senator AIkEN. What do you think is a fair price for sugar, if not 
3.25 as the minimum? 

Mr. Peyton. Well, you see, there is something else about this 
agreement that worries me a little bit 

Senator AIKEN That is what we want to find out. What is it? 

Mr. Peyton. The agreement is not just 3.25 to 4.35. If it is rati- 
fied, the Sugar Council can raise the minimum of 3.25 without it 
coming back to the United States Senate. 

Senator AIKEN. It could be raised 1» cents per pound. Is that 
right? 

Mr. Perron. It could be raised more than that, as I understand the 
agreement. There is no limit. 

Senator AikEN. Would it be likely to raise the minimum price 
without there being a short supply in sight? 

Mr. Perron. Well, I don’t know, sir, but when the Department of 
Agriculture testified on the continuance of the Sugar Act of 1948, 
they told the Senate and the Congress that they would not set a 
domestic consumption estimate below the average of the previous 2 
years, that it was unthinkable, and that it should never be done short 
of a depression, 

The Sugar Act was renewed and the first consumption estimate was 
set some 300,000 tons below that. 

Senator AikEN. What price do industrial users pay for sugar today? 

Mr. Peyron. Well, I guess the current price is 8.60, 8.80. 

Mr. Myers. 8.80. 

Senator AIKEN. 8.80 a hundred? 

Mr. Peyton. That’s right, sir. 

Senator AIKEN. Is that the price that the industrial users pay today? 

Mr. Pryron. That is right, sir. 

Senator A1IkEN. How does that compare with a year ago? 

Mr. Peyton. Oh, some 10 cents a hundred pounds higher, I would 
say at this stage, 10 to 20. 

Senator ArkEN. Higher than a year ago? 

Mr. Pryron. That’s right, sir. 

Mr. Myers. The peak came last summer of 8.85. It came down 
then to 8.65, and I think the other day it went to 8.80 in the East with 
most companies, | believe, continuing to take some business at the 
old price. I think it should also be observed that prices in the Chicago 
territory have been down as low as 8 cents. 

Mr. Pryron. Do you remember, Mr. Myers, what the price was 
last March? 

Mr. Myrrs. I think it was 8.65. That is my recollection. I can 
look it up‘and give it later. 

Mr. Peyron. It was lower than currently. 

Senator AIKEN. You maintain that this proposed new agreement 
would not be as advantageous to your group as the old agreement? 

Mr. Peyton. Well, the old agreement had no teeth in it. 

Senator ArkEN. Did you support that? 

Mr. Pryron. No. 

Senator AIKEN. Any questions, Mike? 

Senator MANsFreLp. No questions. 


? 
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Senator AIkEN. No more questions. The next witness is Harry R. 
Chapman, vice president and chairman of the Washington committee 
of the National Confectioners, Association. 


STATEMENT OF HARRY R. CHAPMAN, VICE PRESIDENT, NATIONAL 
CONFECTIONERS’ ASSOCIATION, AND CHAIRMAN, WASHING- 
TON COMMITTEE, NATIONAL CONFECTIONERS’ ASSOCIATION 


Mr. Cuapman. Mr. Chairman, my name is H. R. Chapman. Iam 
a partner in the firm of the New England Confectionery Co., of Cam- 
bridge, Mass. Iam also vice president of the National Confectioners’ 
Association and chairman of their Washington committee. 

I am authorized to appear in opposition to the proposed Interna- 
tional Sugar Agreement in behalf of the National Confectioners’ 
Association and the Associated Retail Confectioners of the United 
States. Members of these associations located throughout the United 
States manufacture approximately 90 percent of the Nation’s con- 
fectionery and, therefore, use large quantities of sugar 

These organizations on numerous oceasions have expressed their 
views with respect to sugar. The membership of the National Con- 
fectioners’ Association at its 70th convention last June adopted a 
policy statement with reference to the proposed International Sugar 
Agreement. A copy is attached and is designated as exhibit I. 

Senator AIKEN. Without objection your exhibit will be incorpo- 
rated in the record. 

(The document above referred to is as follows:) 


Exuisir I 


Poticy STATEMENT OF NATIONAL CONFECTIONERS’ ASSOCIATION, ON PROPOSED 
INTERNATIONAL SUGAR AGREEMENT, ApopTED DurRING ANNUAL CONVENTION 
MeErvine, JUNE 1953 


The National Confectioners’ Association is opposed to Government regimenta 


tion of industry and any socialistic programs which unwarrantedly restrict the 


operation of our private-enterprise system Because of its administration, the 
present Sugar Act has prevented adequate supplies of sugar from being made 
available at a reasonable price, and sugar consumers fear even more severe con- 

quences in the event of a national emergency or other abnormal circumstanes 
Any form of internatronal regimentation or socialistic type of control over the 
production or distribution of sugar is likewise opposed 

TI National Confectioners’ Association is opposed to an International Sugar 
Agreement because it would limit and restrict production and distribution of 
sugar by government Centralized monopolistic control by individuals or 
corporations It may be presumed that international regimentation of the sugar 
it itlo would follow t » pattern ol domestic controls. which this associatior 


condemns not only as being inequitable and impra ‘ticable, but as an unsound 


econom principle to |! pursued the Unite 1 States Government 

It would be lack of vision not to recognize that nations with their ehanges ii 
government policies cannot assure stability in policy or full compliance with 

ternational control vhich undoubtedly would be in conflict with the economy 
of some individual countri If an International Sugar Agreement were to be 
workable at all, which is not conceded, all nations would have to enforce detailed 
controls over their citizens producing or distributing sugar. It is felt that many 
countries would be able to adhere to an international agreement only as long as 
it served their immediate interests, withdrawing from the agreement or ignoring 


its provisions when best they could operate on a free world market. 
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CARTELLIKE CHARACTERISTICS OF AGREEMENT 


Mr. Cuapman. The position of these associations is that any inter- 
national agreement affecting production, allocating distribution, and 
fixing prices, among other things, is in conflict with our capitalistic, 
competitive system, and deprives individuals in this and other coun- 
tries of rights, both property and personal, which constitute the 
basis of our fundamental economic and political philosophy. This 
proposed agreement, if approved, would create a gigantic international 
cartel. We believe there are few who will take exception to the 
thesis that cartels are, in and of themselves, inherently bad and 
contrary to the interests of world trade, as well as to consumers in 
the various countries. This cartel now seeks to do that which long 
has been recognized as undesirable, and it is our contention that that 
which is inherently bad when oper: ated by business and industry, 
continues to maintain that characteristic, and does not become 
desirable, merely because it is operated by the Government. In 
view of our strong belief in the private enterprise system, and the 
conviction that the International Sugar Agreement would be in 
direct conflict therewith, we are vigorously opposed, not only to this 
proposed international agreement, but any other which would author- 
ize a small group of men to determine world production, distribution, 
and prices of sugar, or any other commodity. Having indicated our 
basic and fundamental objections to the cartel, I shall discuss briefly 
certain specific provisions. 


ADMINISTRATION OF SUGAR ACT 


The Sugar Act of 1948 which was extended in 1951, controls the 
production and the importation of sugar within the United States. 
Its administration has caused the domestic price of sugar to be con- 
siderably above the world price a great majority of the time. (See 
Lamborn’s sugar chart, Exhibit II, on file with the committee.) 
There is a provision in the Sugar Act directing the Secretary of 
Agriculture each year to establish a sugar consumption estimate for 
the coming year, which estimate determines the amount of sugar 
which will be available to American consumers. ‘There are provisions 
in the act requiring allowances for depleted inventories, population 
increase, increased demand, and assurance of fair prices to consumers. 
Nevertheless, the Department for 3 successive vears has, in effect, 
cast aside the statutory requirements, and by its own admission has 
established an initial sugar quota several hundred thousand tons less 
than necessary to meet its own estimate of require meats, in order to 
maintain a price objective. Under our present system, American 
consumers are required to pay a price far above the world market 
price for sugar. This has been accomplished by controlling the 
supply situation. Now it is sought for all practical purposes to pro- 
mote production and distribution controls on an international basis. 


UNITED STATES AN IMPORTING COUNTRY 
Well over 50 percent of the sugar used by American consumers is 


not produced on the mainland of this country and we must import 
huge quantities. In the proposed cartel, participating countries are 
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classified either as “exporting” or “importing’’ countries de ‘pending 
on whether a net balance of a country’s trading in sugar results in 
imports or exports. The United States naturally is classified as an 
importing country. Therefore, our primary interest should be Ameri- 
can sugar consumers. Even if this proposal did not conflict with our 
basic tenets of Government, which we believe it does, we do not 
believe it should be ratified unless it would be of benefit to American 
sugar consumers. We are aware of no significant benefits which would 
accrue to United States consumers. It is our opinion that the only 
result which might be experienced in the United States from this 
proposed cartel, would be a higher price for sugar, which we do 
not look upon as a benefit. If the time ever develops, however, 
in a period of scarcity when the world price is above the United 
States price, and other countries should offer us supplies of sugar 
‘fon equal terms of sale,” in preference to nonparticipating countries 
(in accordance with article 9), it appears that we would be paying 
rather heavily—over the years—for that possible eventus ) which 
might or might not even occur, in which we could conceivably be 


given a slight advantage under the cartel. 
PRICE OF SUGAR 


Support for this international cartel has been strong among domestic 
sugar growers, particularly spokesmen for the United States Beet 
Sugar Association. We believe the reason for this support is obvious. 
The wide disparity between the world price of sugar and the domestic 
price undoubtedly, in one sense at least, is embarrassing to them. 
(See Pike’s sugar chart—exhibit II] on file with the committee). 
They are continually working and to this date have repeatedly 
succeeded in obtaining an ever-increasing price for sugar, but now the 
disparity between the world price and the domestic price is so evreat, 
that the unwarrantedly high price which they have been receiving, 
cannot feasibly be further increased until the world price first is 
siesta upward. In support of ew statement that they are receiving 
an unwarrantedly high price, sugar beets and sugarcane have been 
at a price equivalent of 100 elead of parity or very slightly below, 
during all of 1953. Once the world price is increased so that the 
domestic price does not look so “out of line,’ then the domestic 
producers can renew their campaign to further raise the already 
outrageously high domestic price. 

Notwithstanding various announcements and speeches by pro- 
ponents of the cartel, of possible accomplishments of the proposed 
ee agreement, to bring about increased consumption of 
sugar in poverty-stricken countries, the fact must be faced that the 
real objective of this cartel is to increase the price. Article 20, which 
deals with stabilization of oe provides for a stabilized price 
ranging between 3.25 cents and 4.35 cents per pound, United States 
currency, Which is within the range of the present world price. Never- 
theless, once this cartel is placed in operation, it would be possible to 
get this price increased, even though it required a “special vote” of 
the Council. We believe that the provision setting the price within 
the range of the present world price, is merely “bait” to get the cartel 
adopted, with the intention of later increasing the price. Actually, 
the price might be increased materially without amending the agree- 
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ment, inasmuch as present world prices are well below the 4.35 cents 
per pound maximum price specified in the agreement. In this con- 
nection, it is particularly significant that a number of provisions in 
the agreement may be changed by the Sugar Council controlled by 
foreign representatives “‘as it seems fit’’ or “as it deems necessary” 
articles 20, 21, 22, 25. The International Sugar Council under 
certain conditions (article 25) “may modify the obligations of such 
Government or of the Government of any exporting country under 
this agreement in such manner and for such time as the Council 
deems necessary to permit such importing resources.” 

In this and other respects, the International Sugar Council becomes 
a supergovernment regulating commerce in many countries, even with 
respect to monetary policies. 


POSSIBILITY OF COUNTRIES WITHDRAWING FROM AGREEMENT 


The moral responsibility of the United States Government is of the 
highest. When this country enters into an agreement, it will stand 
behind it, even though to do so is inconvenient and costly. Ex- 
perience, however, indicates that some countries might withdraw if it 
appeared to be to their economic advantage not to be bound by the 
restrictive provisions of the cartel. In this connection, your atten- 
tion particularly is invited to articles 40, 42, and 44. In article 40 (7) 
there is a provision authorizing suspension of any government not 
complying. Even if it were not possible to withdraw, the partici- 
pating country merely might not comply and thus be voted out. 
Article 40 (7) also might work the other way. For instance, the action 
of an offending exporting country might work to the detriment of a 
particular importing country, such as the United States, in which case 
its suspension is not automatic but ‘“may’’ be voted by the Couneil. 
In this case if the offending exporting country disregarded its re- 
sponsibilities, and the Council did not seek to suspend the country, 
seemingly we would be helpless in the situation 

Although article 42 (1) provides that the cartel shall continue for 5 
years, article 42 (4) authorizes withdrawal at the end of 3 years. 
Those countries benefiting in the initial years of the cartel, finding that 
the situation is changing—in which case the effect of the agreement 
upon those particular countries would be unfavorable—might, within 
the provisions of the cartel, withdraw at the end of 3 years. 

In article 44 there are a number of provisions which permit coun- 
tries to withdraw for almost any reason. All of these factors would 
have the effect of binding the United States, because of its belief in 
adherence to treaties, although making it easy for other countries to 
withdraw. These are additional factors against our participation, 
particularly in view of the probable cost to American sugar con- 
sumers, with none, or relatively insignificant benefits to the American 
publie. 

PROVISIONS OF THE AGREEMENT 


Your attention now is invited to articles 5 and 26 which refer to 
objectives of the cartel and studies to be made by the International 
Sugar Council. Article 5 announces the objective of “‘making sugar 
more freely available to consumers” by reducing “disproportionate 
burdens on sugar, including those resulting from (i) private and 
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public controls, including monopoly ; (ii) fiseal and tax policies.” As 
is well known, the policy of our Department of Agriculture for several 
years has been to severely curtail supplies of sugar to the American 
consumer for the purpose of price stimulation. For the calendar 
year 1952, the final sugar consumption estimate of the Department 
of Agriculture (this determines the amount of sugar available to 
American consumers) was 7,900,000 tons, whereas actual distribution 
was 8.104.000 tons. For calendar year 1953, the final consumption 
estimate was 8,100,000 tons, actual distribution was 8,435,000 tons, 
In announcing the initial sugar consumption estimate for the years 
1952. 1953, and 1954, the Secretary of Agriculture accompanied each 
announcement with a statement that the estimate was being set at 
a ficure less than anticipated requirements in order to attain a price 
objective. This is in complete conflict with the announced objective 
of article 5 of this proposed agreement of “making sugar more freely 
available to consumers.” This international cartel sponsored by the 
growers and authorizing restriction of production and distribution 
may be a scheme to assure the growers of high prices but it should 
not be camouflaged as an unselfish method of making sugar more 
freely available to consumers. 

Article 26 authorizes studies by the Council of ‘‘the effects of (a) 
taxation and restrictive measures and (6) economic, climatic, and 
other conditions on the consumption of sugar in the various coun- 
tries.’ Is our own Department of Agriculture advocating this cartel 
so that an International Council may investigate our own restrictive 
measures curtailing sugar supplies? 

The present measures of different governments affecting the pro- 
duction, export or import of sugar are now known. Are they at- 
tempting to justify more expeditions by more Government employ- 
ees or are these governmental study groups to become propaganda 
agencies for the protection of special interest groups? 

Article 13 (1) (2) authorizes the maintenance of stocks by export- 
ing countries, but provides, except with approval of the Council, that 
stocks in any country on a fixed date each year, immediately pre- 
ceding the start of a new crop, may not exceed 20 percent of that 
country’s annual production. In times of severely strained interna- 
tional relations, greater stocks perhaps should be kept but if, in v lew 
of conflicting interests of the various countries in this international 
tension, it were not possible to get the Council to approve larger 
stocks, importing countries, including the United States, would be 
at a disadvantage. 

Article 12 (3) directs that stocks in an amount equal to not less 
than 10 percent of a country’s basic export tonnage, shall be held at 
a fixed date, immediately preceding the start of the new crop, to fill 
increased requirements of the free market. This means that of the 
20 percent referred to just previously, only 10 percent would be 
stocks which would be on hand, available for shipment to the United 
States. 

Articles 27 and 28 provide for establishment of an International 
Sugar Council. Article 28 (6) authorizes the Council to delegate to 
the executive committee, set up under article 37, “the exercise of any 
of its powers and functions, other than those requiring a decision by 
special vote under this agreement.” As a result, practically all of the 
powers which would be granted to the Council under this proposed 
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agreement, could be delegated to the representatives of 10 govern- 
ments. Admitting this power might be withdrawn by a majority 
vote, nevertheless, tremendous power would rest in the hands of ‘a 
few individuals of certain countries, which would make decisions 
affecting other countries. For 1954, the executive committee of the 
Council would not have a representative of the United States 
Government. 


EXCERPTS FROM RANDALL COMMISSION REPORT 


Now at this point I want to quote from extracts of the Randall 
Commission report with which you are all familiar. There were two 
reports sent in, the majority report and a minority report, but in 
both reports they are in accord on the question of cartels. 

We are all familiar with the comprehensive study recently con 
cluded by the Randall Commission on Foreign Economic Policy. | 
should like to invite your attention to statements made in this report 
(H. Doc. 290, 83d Cong.) dealing specifically with agriculture, and 
more particularly with international commodity agreements. On 
page 35 the following statement appears: 

Proposals have been made to solve the problem of price instability by inter- 
governmental commodity agreements, involving report quotas, import quotas, 
price limits, reserve stocks, price-stabilization purchases and sales (buffer stocks 
production controls, or some combination of such devices “The Commission 
does not believe that extensive resort to commodity agreements will solve the 
problem of price instability; and it believes that such agreements introduce rigidi- 
ties and restraints that impair the elasticity of economic adjustment and the free- 
dom of individual initiative, which are fundamental to economic progress.’’ 
Moreover, the types of intergovernmental commodity agreements thus far tried 
or proposed for the purpose of stabilizing prices involve commitments which 
could lead, if extensively employed, to very great outlays of United States Govern- 


ment funds in certain contingencies, of indeterminable amounts 


Page 7 of the minority report, which didn’t agree with the other 
report in some respects, but in this respect did agree with it, an even 
stronger statement is made: 


With respect to national commodity control schemes and international com- 
modity agreements (involving export and import quotas, minimum prices, reserve 
and buffer stocks, and production controls or similar devices), we are opposed not 
only to ‘‘extensive’”’ resort to their use, as the majority recommends, but we are 
against their revival or continuation in any form They are cartel devices con- 


trary to a free economy and likely to develop into forms of state production and 
trading—state socialism 

These foregoing statements of the Commission so exactly fit the pro- 
posed international sugar cartel, that it is believed no elaboration or 
comment upon them is necessary 


POSSIBLE EFFECT OF THE AGREEMENT UPON COMMUNISM 


An argument which has been advanced in support of the cartel is 
that sugar is an important factor in the economy of many countries, 
some of which are threatened with communism. It has been con- 
tended that a stabilization in the price of sugar (which presumably 
means an increase), would improve the economy of certain Govern- 
ments now threatened with communism, and thus be a benefit to the 
free world. Our belief is that this proposed cartel is an extreme ad- 
venture in international socialism, and we further contend that the 
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world cannot be saved from communism by socialism. It does not 
seem that the U. S. S. R., Poland, Hungary, and Czechoslovakia 
would be parties to this agreement as they are, if they felt it would 
have the effect of retarding communistic governments. 

We believe that aside from the probable adverse effects on the Ameri- 
can consumer, that it is in conflict with our fundamental concept of 
Government under our private enterprise system, to authorize an In- 
ternational Sugar Council, sittmg in London or some other foreign 
headquarters, to exercise influence over American sugar producers and 
consumers. 

We urge the committee to recommend that the proposed Inter- 
national Sugar Agreement not be ratified by the Senate. 


RELATIONSHIP OF AGREEMENT TO A CARTEL 


Senator ArkEN. Thank you, Mr. Chapman. 

[ have two or three questions. I noticed the emphasis you put 
upon the contention that the International Sugar Agreement is in effect 
acartel. I don’t know much about cartels, but every time I buy some- 
thing for the farm or the house the price must have been fixed by a 
cartel. Nevertheless, in this case is it customary for cartels to give 
their customers equal voting privileges in the conduct of their affairs? 

[ note in this case that the buyers have a thousand votes and the 
sellers a thousand votes. Is that customary in cartel operations? 

Mr. CuapMan. I have never been a party to a cartel. I have read 
about them. We don’t have them in this country. If we had a cartel 
in our indutry here, we would have the Department of Justice on our 
necks in a hurry. 

Senator A1kEN. Well, that is possible. 

Mr. Cuapman. And while it is perfectly legal in some of these other 
countries to get together and agree on prices and to do this sort of 
thing, we don’t believe in it in the United States. 


HOW SUBSIDIES AFFECT PRICE 


Senator ArkEN. Do you think that the subsidy on domestic sugar 
consumption is a good thing? 

Mr. CuapMan. You mean the processing tax and so forth? 

Senator ArkEN. That’s right. 

Mr. Cuapman. Well, I think it is these taxes, import duties and the 
Sugar Act of 1948 that keep domestic sugar prices higher than the 
world price. 

Senator ArkEN. And you would favor the sale of sugar in the United 
States at the world market price? 

Mr. Cuapman. Absolutely, if we are to meet foreign competition 
on sugar-containing products. 

Senator ArKEN. That would mean no tariff, wouldn’t it? 

Mr. CHAPMAN. Yes, it probably would mean the elimination of the 
tariff on sugar and some of the restrictions in the Sugar Act of 1948. 
Some changes would undoubtedly have to be made to get rid of the 
two and a half cents difference between the United States and the 
world sles for sugar. 

Senator ArKEN. Do you have any tariff protection for manufactured 
products? ; 
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Mr. CuHapMan. Yes, we do, but it isn’t adequate. 

Senator AIKEN. You are a perfectly normal human being. That 
is what they all say. 

Mr. CuapmMan. Let me add it is not adequate under conditions 
which confront us today. High import duties, quantitative limita- 
tions and price supports on ingredients which we use, force us to pay 
much higher prices for our raw materials than prevail in other coun- 
tries. This applies not only to sugar, but also to tree nuts, peanuts, 
dairy products, and so forth. This protectionist philosophy on agri- 
cultural products—our raw materials—is inconsistent with the liberal- 
ized free trade philosophy applicable to our manufactured goods. It 
is this situation which enables our foreign competitors to ship increas- 
ingly greater quantities of confections into the United States. If we 
are going to be forced to meet world competition we should be able to 
purchase our raw materials at world prices. 

In that connection, if we had the same living standards all over the 
world we have got in the United States, I would say wipe out all 
tariffs. A tariff is only to equalize differences in living standards 
of the producing countries. 

Senator AIKEN. By the way, you made reference to the Randall 
report. Do you know what progress is being made in implementing 
the recommendations of the Randall report? 

Mr. Cuapman. No, I do not. I think it is in process of being 
digested everywhere. 

Senator ArkEN. Any questions, Mike? 

Senator MANSFIELD. No. All I want to say is that it is a pleasant 
experience to see such a rugged individual before this committee. 

Senator Arken. I only wish there were some easy way to obtain 
all of the different viewpoints and reconcile them into the type of 
recommendations that would be perfectly satisfactory to all. 

Mr. CHapMan. Maybe you will have to have more hearings. 

Senator AIKEN. We thank all of the witnesses that have appeared 
before us this morning. We will call on them for further information 
if we find it desirable. 

Have you something more to say, Mr. Myers? 


COMPARISON OF PRICE 


Mr. Myers. Mr. Chairman, Mr. Peyton asked me what the price 
of sugar was now as compared a year ago. Yesterday the New York 
refined price was 8.80. A year ago it was 8.75. 

The current price for beet sugar in Chicago is $8.40 per 100 pounds. 
A year ago it was $8.50. 

Senator Aiken. Would you say that that increase of 5 cents a 
hundred over the last 12 months was due to the unofficial operations 
of the new International Sugar Agreement since the middle of 
December? 

Mr. Myers. No, Senator, the sugar agreement had nothing to do 
with our prices. 

Mr. Peyron. May I add something to that, Senator? I think it is 
due to the official operation of the administration of the Sugar Act 

Senator AIKEN. If there is nothing further to come before the 
committee this morning, we will now adjourn. 

(Whereupon, at 12:05 p. m., the committee adjourned.) 
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DEPARTMENT OF AGRICULTURE, 
Washington, D. C., March 23, 1954 
Hon. Grorce D. AIKEN, 
Chairman, Subcommittee on the International Sugar Agreement, 
Committee on Foreign Relations, United States Senate 


Dear SENATOR AIKEN: At the hearing held March 18, 1954, on the new 
International Sugar Agreement requests were made that the Government witnesses 
submit additional explanations and data. These follow 

1. A more adequate explanation was requested of several apparent incon- 
sistencies in the assignments of proposed quotas and votes. The following explan- 
ation was prepared jointly by the workers in the Departments of Agriculture and 
State and is submitted in answer to the questions put to witnesses from both 
Departments 

Australia, South Africa, India, and Nicaragua have been assigned votes as 
exporting countries in article 34 of the agreement without an assignment of basic 
export tonnages in article 14 A (1). However, the status of Australia and South 
Africa as exporters under the Commonwealth Sugar Agreement is covered in 
article 16. ‘These countries share in the export quota assigned under article 16 
to the British Commonwealth as a whole and thus are not assigned basic export 
tonnages for the free market. 

India requested the status of an exporting country but did not request an export 
quota. Such status was given under article 14 A (6 

Nicaragua, Costa Rica, and Ecuador, being irregular exporters of small quan 
tities of sugar, were assigned export quotas of 5,000 tons under article 14 A (4 
This was done to recognize their present status and provide a basis for their 
joining the agreement Only Nicaragua was represented at the conference by a 
delegation and this was the only one of these three countries to which votes could 
be igned in article 34, according to conference procedure To be consistent 
Colombia, which also was assigned an export quota of 5,000 tons, should have 
been included with these countries under article 14 A (4) but through some 
inadvertence was listed under article 14 A (1) with the regular exporters to the 
free market A minimum of 15 votes will be assigned under article 35 to any 
country acceding to the agreement Therefore the result will be that the same 
if they join the agreement 








tonnages and votes will be given to these countries if tl 


Ie 


was considered possible that Es 








tern Germany Is ar Important sugar producing and exporting area. It 
tern Germany might participate in the agreement 
his eventuality and provide a predetermined basis 
for the application of the agreement to Eastern Germany, an export quota was 
assigned this area. The quota has no force or effect at this time and would only 
be applicable if the agreement were extended to cover Eastern Germany Theo 





at some later stage lo meet 


retically the Council could vote the accession of Kastern Germany to the agree- 
ment, but western countries have so far refused to recognize Eastern Germany as 
a government Therefore, the area of Eastern Germany could participate only 
if the U.S. S. R. as the occupying power were to act in behalf of its zone of occupa 
tion on terms acceptable to the other signatories to the agreement. 

2. Senator Mansfield asked for data on the trend of sugar prices since the war 
and the current price of sugar compared with that of a year ago. 

a) The attached chart shows monthly average prices beginning in 1947 
during price control for world raw sugar, f. a. s. Cuba; domestic raw sugar, ¢. i. f., 
duty paid, New York; the New York wholesale price of refined sugar, and the 
wholesale price that would have been required if refined sugar were at the level 
to be considered according to the formula set forth in the Sugar Act. 

The Sugar Act formula relates the wholesale price of refined sugar to the 
Consumers’ Price Index to the United States. Therefore, the formula price 
shows the level to which the price of sugar would have to rise to be on a com- 
parable basis with prices of other commodities. In January, the latest month 
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for which the Consumers’ Price Index is available, the formula price was 10.06 
cents per pound, whereas the actual wholesale price for refined cane sugar in 
New York was 8.65 cents per pound. 

The most drastic change in world sugar prices was the sharp rise after the 
outbreak of fighting in Korea and the drop in world prices from a peak of 8.05 
cents per pound reached on June 21, 1951, toa low of 3.05 cents per pound reached 
on. November 5, 1953. One of the purposes of the new International Sugar 
Agreement is to check that downward plunge in world prices before chaotic 
economic and political conditions are reached in the sugar exporting countries 

(b) The accompanying table shows domestic sugar prices as they were in October 
1947 under price control, yearly average prices from 1948 through 1953 and com- 
parisons between the prices in 1953 and in 1954 for the months of January and 
February and on March 18 of both years. 

It will be observed that the ceiling price of raw sugar, duty paid New York 
City, was 6.32 cents per pound in October 1947. Although the price of raw sugar 
has risen above that ceiling level for short periods, the annual average price of 
raw sugar has been below 6.32 cents per pound each vear from 1948 through 1953, 
and on March 18, 1954, the day of the hearing, it was 6.15 cents per pound 

The New York wholesale price of refined sane sugar was 8.40 cents per pound 
under the price ceiling in October 1947 With the rise in wages and other refining 
costs, it exceeded the ceiling level in 1952 and 1953 and was 8,80 cents per pound 
on March 18, 1954. The price per pound of beet sugar in Chicago was 8.30 cents 
per pound in October 1947 under the ceiling price and was 8.40 cents per pound 
on the date of the hearing 

The retail price of sugar throughout the United States averaged 9.80 cents per 
pound in October 1947. It fell less than either raw or refined sugar in 1948 and 
rose more sharply during the hoarding movement in 1950. It continued its up- 
ward trend through 1953 when it averaged 10.56 cents per pound. It was 10.52 
cents per pound in January 1954, the latest date for which it is available 

3. Mr. Mvers promised to submit the statement of the Director of the Office 
of Price Stabilization explaining that sugar prices would not be controlled because 





the Department of Agriculture under its program was keeping sugar prices below 
parity, the lowest level at which the Office of Price Stabilization could legally 
impose controls. The following is the pertinent paragraph of the statement of the 
Director of Price Stabilization from the press release dated February 12, 1951: 
“Sugar and liquid sugar are added to the list of commodities exempt from price 
control This does not, however, include sirups or molasses In announcing 
the sugar and liquid sugar exemption, Mr. DiSalle pointed out that sugar prices 
f isumers and producers by the Sugar Act 
of 1948 which gives the Department of Agriculture authority to adjust import 


and marketing quotas whenever necessary to meet changes in domestic demand. 


are controlled in the interest of both co 


He added that since sugar beets are below parity it would have been necessary to 
pass on to the consumer any price increases in the sugar beet market. Mr. 
DiSalle emphasized, however, that ‘if evidence of inflation appears in sugar prices 
despite the controls exercised by the Department of Agriculture, immediate con- 
sideration will be given to the reimposition of pr e controls by the Office of Pri e 
Stabilization.’ ’ 


In addition to the information requested, we hould like to make a few observa- 


tions on the testimony submitted by Mr. Gordon Peyton, representing the indus 
trial users group and Mr. Harry Chapman, vice president, National Confectioners’ 
Association NMIost of the issues thev ec vered were dis ussed in the statement 
which I submitted at the hearing on criticisms of the agreement Also, in large 





‘isms of the administrati 


of our domestic sugar legislation and did not concern the International Sugar 


part the statement made bv them constituted 


Agreement. As vou know these are entirels separate matters Obviously. our 
international programs should not be used as a means for bringing pressure on the 
administration of domestic legislation 

Mr. Peyton and Mr. Chapman seemed to fear that the International Sugar 
Agreement might operate to increase domestic prices. This disregards the fol- 
lowing facts: 

(a) The sugar agreement will not affect the quantity of sugar made available 
to United States consumers or the level at which United States prices are stabi- 
lized under the Sugar Act. 

(b) The range within which the International Sugar Agreement will undertake 
to stabilize world prices, 3.25 cents per pound to 4.35 cents per pound, f. o. b. 
Cuba, is below a parity with prices in the United States. Moreover, the purpose 
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Agreement is to prevent world prices from continuing 
| bring disaster to sugar exporting countries. 

Fear was expressed that the reserve stocks provided for might not be sufficient 
to meet possible increases in demand and that prices might be forced above the 
r\ 
ing and exporting nations and represented as large a 








maximum of the price range of the agreement. The ress stock provisions were 


written jointly by impor 





concession for the protection of consumers as importers felt justified in requiring 
of exporters. As with bank reserves they could not meet every possible contin- 
gency. Moreover, Without an agreement there would be no reserve stocks held 
for disposal at the direction of the Sugar Council to prevent inflationary prices. 

Mr. Chapman seemed to fear that the agreement made it too easy for a country 
to withdraw from it Throughout the negotiations it was recognized that the 
agreement should be for the mutual benefit of all member countries and that their 
remaining in the agreement should reflect their desire to do so rather than a 
mandatory requirement. This applied to the United States as well as to other 
countries 

In general, it should be observed that many international commodity agree- 
ments are criticized on the basis that they tend to be inflexible and to introduce 
rigidities into the economic structure. It should be observed that the Sugar 
Agreement is designed to work in the opposite direction by prov iding stabilization 
for the sugar industry until the longer-time program of reducing trade barriers 
and increasing world consumption can provide a more fundamental cure to the 
world sugar problem. 

Sincerely yours, 


True D. Morss. 





INTERNATIONAL SUGAR AGREEMENT 


“J 


“J 


SUGAR PRICES -RAW AND REFINED 
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